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Cedefop Preface by Viviane Reding 
Following the March 2000 European Council meeting in Lisbon, the Commission and the Member States 
have  made  a priority of facilitating  progress towards  a knowledge-based society and economy through 
investment in  human resources, Europe's main asset.  To  meet this  challenge, European education and 
training systems must fulfil the new requirements of the knowledge economy and guarantee access for all 
to lifelong education and training. 
Within this context, I welcome this second Cedefop report on vocational education and training research 
in Europe for its contribution to the ongoing debate, drawing as it does from a wealth of research activi-
ties at national and European level. 
Redirecting European education and training policy towards the knowledge society must be based upon 
in-depth research on current trends and activities, qualifications available and current investment in human 
resource development. 
The report's themes are very topical, in research debates, in policy, and in practice: 
•  new forms of learning in the context of new technologies and work patterns; 
•  cooperation  and  coordination  needs  in  a  framework  of lifelong  and  lifewide  learning  to  ensure 
employability; 
•  the role of training for social inclusion of disadvantaged and low-skilled persons 
•  the contribution of vocational training to the fostering of competitiveness and employment, and over-
coming skills gaps. 
These are only some of the aspects addressed in the report.  They illustrate the complexity of the chal-
lenges an@  the almost infinite wealth of subjects with which vocational training and related research are 
confronted. 
By promoting a clearer understanding of developments and trends, this report should stimulate debate and 
help individuals, enterprises, and policy-makers including  social partners, make  informed decisions for 
future action at Member State and European level. 
The report therefore forms a solid basis for the transfer of research findings to policy and practice.  It will 
undoubtedly fuel  a constructive, ongoing dialogue and cooperation between all  the actors concerned, as 
we strive together to build a Europe of knowledge. 
Viviane Reding 
European Commissioner 
for Education and Culture 
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Introduction 
Definition and role of vocational education 
and training 
Broadly defined, vocational education and train-
ing (VET) comprises all more or less organised or 
structured activities - whether or not they lead to 
a recognised qualification - which aim to provide 
people  with  know  ledge,  skills  and  competences 
that are necessary and  sufficient in order to  per-
form  a job or a set of jobs. Trainees in initial or 
continuing training thus undertake work prepara-
tion  or  adapt  their  skills  to  changing  require-
ments. 
VET  is  independent  of its  venue,  of the  age  or 
other characteristics of participants, and of their 
previous  level  of qualification.  The  content  of 
VET could be job-specific, directed to  a broader 
range  of jobs  or  occupations,  or  a  mixture  of 
both;  VET  may  also  include  general  education 
elements.  However,  the  definition  of VET  and 
continuing training (CVT) in individual countries 
is different. 
Function and objectives of VET research 
Education and training policies, as with other poli-
cies,  have  to  consider  complex  relationships 
between education and training and the socio-eco-
nomic system. It  is the task of  research to shed light 
on these aspects in order to analyse, identify and 
explain these relationships, to improve our under-
standing of causes and effects, and to identify the 
means  and  strategies  which  are  expected  to  be 
effective and acceptable in solving a problem. 
In particular VET research aims to: 
(a)  describe and explain the systems, conditions 
and frameworks for processes involved in acquir-
ing  and  updating  vocational  skills  and  compe-
tences; 
(b)  provide  information  on  the  interactions 
between VET and other areas of  social action. Those 
interactions  concern  the  legal  and  institutional 
framework,  interdependencies  with  social,  eco-
nomic, technological and demographic change and 
the behaviour of  the different actors in these fields; 
(c)  demonstrate its relevance to the option-seek-
ing and decision-making of the  various protago-
nists. 
Reporting on VET research in Europe 
The reports on VET research in Europe published 
regularly  by  Cedefop  intend  to  improve  trans-
parency  on  VET  research  issues  in  Europe,  by 
pooling  the  findings  of different  research  disci-
plines  and,  at  the  same  time,  by  properly posi-
tioning  other fields  of social  action  in  terms  of 
their relationship to  initial  and  continuing voca-
tiQnal  training. Furthermore, the  reports  indicate 
the implications of research results for the various 
protagonists concerned - politicians, institutions, 
social  partners,  enterprises,  individuals  - and 
draw attention to  areas  where research coverage 
is too thin and needs building up. 
The  second research report builds  upon the first 
edition published in  1998/99. Some  topics  have 
been developed further, others have been updated 
to consider new research findings, and some have 
been introduced to reflect the current debate. 
The second research report consists of 
three publications 
•  the synthesis report that you have before you 
which provides a comprehensive overview on 
the state of the art of VET research in Europe, 
on  the  main  theoretical  and  conceptual 
approaches,  empirical  findings  and  implica-
tions for decision-makers and researchers; 
•  a  background report  (3  volumes,  effectively 
the basis for the synthesis report) which con-
tains  contributions  on  different  topics  from 
renowned researchers across Europe; 
•  an  executive summary which attempts to  pro-
vide an overview on the main topics, findings 
and  conclusions  presented  in  the  second 
research report. 
1  This  summary  does  not  include  bibliographical  refer-
ences; these can be found in the main text of the synthesis 
report. 
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VE'r systems, coordination with 
the labour market and steering 
Part one of  the report examines the coordination, 
financing and steering of  vocational education and 
training (VET) systems. After providing a general 
review of  coordination principles and the players 
involved, methods for financing initial vocational 
education  and training  (IVT),  continuing  voca-
tional training (CVT) and vocational training for 
the unemployed are discussed. This Part one of  the 
report goes on  to  examine the  reforms that have 
been  introduced to  improve VET's  standing, new 
methods by which competences are being certified, 
and changes in the profiles of  VET professionals. 
1.  Education and training systems: 
regulation, coordination, steering and 
cooperation 
The purpose of steering is to ensure that educa-
tion and training systems adapt, and respond ade-
quately  to, the  needs  of individuals, the  labour 
market and society as a whole. The main function 
of coordination is to ensure a balance between the 
occasionally  conflicting  interests  of the  various 
players (State, employers and individuals). 
In every country, VET has complex links with the 
economy,  the  labour  market  and  employment. 
Moreover,  its  highly  fragmented  structure  and 
many specialisations make a coordination difficult. 
State-managed planning and demand-led steering 
by the  market represent  two  opposite  extremes 
among the mechanisms by which VET systems can 
be co-ordinated. Both types of  steering are found in 
every  system  in  differing  degrees.  In  practice, 
steering is based on both systems, but new co-ordi-
nation methods also are explored, such as corpo-
ratist steering or the use of networks. 
•  In the case of  planned management, the pub-
lic authorities are responsible for matching supply 
to demand (from the point of view of both indi-
viduals and the labour market) and for organising 
training.  State-led  steering,  through  centralised 
planning, generally acts on the education supply. 
VET systems cannot, however, be steered solely 
by a State system as  it is impossible to forecast 
changes in demand beyond a certain point. 
•  If  labour market demand is used to  steer the 
system,  the  following  principles  have  to  be 
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adopted:  decentralisation, deregulation and dele-
gation of authority. Market regulation is based on 
feedback  from  VET  users.  The  education  and 
labour markets are interdependent. 
•  The  market-State  dichotomy  has  long  been 
(and often still is) seen as the crux of the debate 
surrounding the methods of coordination between 
education and training systems. Every coordina-
tion model, however, has its weaknesses. All par-
ties therefore seek to reach the best possible com-
promise - one which would allow the system to 
respond to market demand while avoiding exces-
sive bureaucracy, and permit the use of alternative 
solutions,  such  as  corporatist regulation  or net-
works  (bringing  together  players  with  varying 
interests), in order to make the VET system more 
flexible and improve its responsiveness. 
Professional associations and the social partners 
play  a  coordinating  role  by  bringing  together 
players who in principle  share  similar interests. 
Employers'  associations,  trade  unions,  associa-
tions of teachers or parents, etc., thus provide a 
bridge  between  the  meso  and  macro  levels, 
between the supply of, and demand for, training 
in the VET system  and between the  supply of, 
and  demand  for,  skills  and  competences  in the 
labour market. 
Networks help maintain direct but informal links 
between the different players. The good function-
ing of a network is based more on trust than on 
financial interests or formal authority. 
Systems are steered by choosing a strategy in 
· keeping with policy choices:  distribution of 
decision-making  powers  (decentralisation, 
involvement  of  the  social  partners,  etc.), 
changes to the structure of education and cur-
ri~ulum targets  and  adaptation  of teaching 
and learning processes. 
The choice of the  steering  system has to be 
based on an analysis of weaknesses and bottle-
necks so that appropriate solutions can then be 
found. 2.  The financing of training2 
Finance  for  initial  vocational  education  and 
training  (IVT)  comes  chiefly  from  the  State 
(including  regional  authorities), with  the  excep-
tion of apprenticeship, which receives substantial 
financing from enterprises. In many countries the 
IVT  budget  is  increasing  in real  terms,  though 
unit costs are in some cases decreasing. 
Despite various innovations, the financing of IVT 
continues  to  be  largely  input-based3 .  In  an 
attempt,  however,  to  reduce  costs,  criteria  are 
being refined and more complex allocation crite-
ria are being applied. 
With  the  exception  of  the  input-based  model, 
which is  the  most conventional and most wide-
spread,  all  financing  models  (output-related 
financing, training vouchers, etc.) try, with vary-
ing degrees of success, to regulate service provi-
sion  and  to  optimise  certain  factors  (efficiency, 
effectiveness, quality and equity). These aims are 
expected to become more important: IVT budgets 
are  increasingly tight as  a result of increases in 
other types of public expenditure, despite the fact 
that costs have levelled off. 
The introduction of strategies of lifelong learning 
is  enhancing  the  role  of continuing  vocational 
training  (CVT). CVT budgets have  increased in 
most countries. 
Enterprises bear most of the direct costs of CVT. 
However,  public  authorities  would  like  private 
investment (by  both enterprises and individuals) 
to increase even further. 
CVT financing  mechanisms  depend on the  pre-
ferred type of steering: State regulation, regulation 
through agreements between the social partners or 
market regulation. These three types of  mechanism 
form a continuum. All three are combined to differ-
ent degrees in the countries examined; however, 
one or the other tends to predominate and to influ-
ence the way in which finance is allocated. 
It is necessary to introduce mechanisms to ensure 
that  continuing  training  opportunities  and 
resources are equitably distributed between enter-
2  The  conclusions  drawn  in  this  chapter  are  based on  an 
analysis of VET financing  systems in Austria, Denmark, 
France,  Finland,  the  Netherlands,  Sweden,  the  United 
Kingdom, Spain and Germany (Cedefop project). 
3  Payment  of a  lump  sum,  calculated  differently  in  each 
country  and  taking  certain  variables  into  consideration: 
registration  and participation, duration  and nature of the 
programme. 
Executive Summary 
prises - especially SMEs - sectors and individu-
als, while taking care to tie the financing of train-
ing  to  output.  Competition  between  providers 
should become a more important factor. 
The sums channelled into training for the unem-
ployed have evolved proportionally to the rate of 
unemployment and continue to rise everywhere -
except the United Kingdom- even where unem-
ployment is  levelling off or falling. This type of 
VET is chiefly State-financed. 
Various  reforms  have  been  introduced  to  make 
training for the unemployed more efficient. They 
can be grouped into three main categories: decen-
tralisation to  regional  agencies  and employment 
agencies;  more  substantial government interven-
tion  as  part of enhanced  concerted  action  with 
regional  and  local  players;  and  a  tendency 
towards the privatisation of services. 
To  sum up, governments are trying to introduce 
measures  that  will  make  training  more  efficient 
with a view to containing VET costs. Such meas-
ures include decentralising regulation and financ-
ing  and  introducing  new  resource  allocation 
methods, based on more precise measurements of 
both  inputs  and  outputs.  In  some  cases,  these 
measures  are  being  accompanied  by  greater 
autonomy  for  training  institutions  as  well  as 
greater competition between providers. 
Some innovations in the domain of financing con-
cern the mechanisms of distribution of resources, 
e.g. output-related funding and training vouchers. 
Output-related funding is  an innovative approach 
which  makes  the  allocation  of  all  or  part  of 
resources  to  institutions  subject  to  the  achieve-
ment of various performance criteria rather than 
just input criteria (registration and participation, 
length and nature of programmes). 
Output-related  funding  helps  providers  become 
more  efficient by  encouraging  them to  improve 
their policies and training services and to optimise 
the uses to which their revenue is put. Policy-mak-
ers can also use output-related funding as a steering 
mechanism to achieve certain key objectives. 
Despite its potential advantages in terms of steer-
ing  and  efficiency,  output-relating  funding  may 
have negative side effects. It may cause creaming 
off of  top students, distortion of  the supply towards 
programmes with a high success rate, oversimplifi-
cation of content, increased evaluation and follow-
up costs. It may also lower assessment standards in 
order to boost success rates, and concentrate exces-
sively on short-term results. 
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Training  vouchers  make  it  possible  to  finance 
training  demand  rather  than  training  supply: 
recipients can redeem vouchers in the education 
and training institution of their choice. 
State-financed training vouchers have certain pri-
ority objectives, such as:  to stimulate the demand 
for training by encouraging people to enter train-
ing while allowing consumer choice; to improve 
access to private services; to ensure better quality 
(since people are aware of the value of the invest-
ment they are making). 
Training  vouchers  nevertheless  require  a  highly 
flexible  system  (organised  for . instance  in  the 
form  of training  modules),  as  well  as  guidance 
services in order to help individuals define appro-
priate  training  paths.  Training  vouchers  may, 
however, also cause dead-weight effects and high 
administrative costs. 
Innovations  in  the financing  of training  are 
still limited in extent, and available data are 
very incomplete; it is  difficult, therefore, to 
assess  their  effectiveness  and  impact.  The 
existence  of  more  accurate  data  at  both 
national  and  international level  and  a  more 
systematic exploration of the impact of new 
financing mechanisms would make it possi-
ble  appropriately  to  monitor VET expendi-
ture and to evaluate innovations and institu-
tional reforms. The quest for efficiency and 
effectiveness also has to  be underpinned by 
more reliable measurements of the cost-bene-
fit ratio of training. 
3.  The standing of VET in comparison 
with general education 
The attractiveness of vocational training depends 
to  a  large  extent on  its  social  standing  and  the 
opportunities that it offers on the labour market in 
terms  of employment, pay, career prospects and 
actual job content. The standing of VET varies in 
different countries. 
•  In countries where the educational system is 
closely  linked  to  the  labour  market  (Germany, 
Austria,  Denmark,  the  Netherlands,  the  Czech 
Republic,  Hungary)  increasing  the  prestige  of 
VET  requires  two  things:  on  the  one  hand, 
improving  the  higher-level  career  prospects  of 
holders of general or vocational secondary certifi-
cates;  on  the  other, facilitating  access  to  higher 
education for holders of vocational training diplo-
mas. 
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•  In countries where links between the education 
system and the labour market are limited (Australia, 
Japan, Canada, United States), links between the 
two systems need to be strengthened in order to step 
up the involvement of employers in education and 
training: e.g. by creating school-enterprise partner-
ships, or systems of  placement during training. 
•  In systems where links between the education 
system  and  the  labour  market  vary  in  different 
pathways  (England,  Estonia,  Finland,  France, 
Greece, Norway, Portugal, Scotland, Spain,  and 
Sweden), upper secondary education needs to be 
provided with a coherent structure. 
An analysis conducted in  a number of countries 
(Austria,  England,  Finland,  France,  Norway, 
Scotland, Belgium, Estonia, Greece, Hungary and 
Spain)  helped to  identify four  strategies  for  the 
reform of upper secondary education systems. 
The strategy of vocational enhancement aims  at 
promoting the  separate nature of VET,  in which 
specific  curricula  are  offered  and  links  created 
between employers and training providers  (Aus-
tria, Spain, Hungary, and Estonia). 
Mutual  enrichment  aims  to  forge  closer  links 
between all types of schools by encouraging them 
to  cooperate  while  preserving  their  separate 
nature (Finland, Norway). 
A linkage strategy involves the introduction of a 
common qualification, certification and recogni-
tion  structure enabling  VET and general educa-
tion to be placed on a footing which is in theory 
equal (England, France). 
In the unification strategy, general and vocational 
education channels are merged into a single upper 
secondary system. All students therefore follow a 
common  core  of teaching.  This  system  ensures 
more equitable prospects of further  study  (Scot-
land, Sweden). 
All reform programmes may draw elements from 
different  strategies  and  the  directions  taken  by 
national policy may change over time. Neverthe-
less all reforms have one point in common: they 
respond to, or anticipate, trends in the labour mar-
ket and the organisation of work requiring quali-
tative changes in knowledge and skills. The pur-
pose  of reforms  is  therefore  to  strengthen  the 
links  between  the  labour  market  and  VET  by 
making VET more responsive. 
Dual  qualifications  are  a  further  aspect  of 
reforms. They take the form of qualifications that 
can be used to enter both skilled employment and 
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In all the countries in which they exist, dual qual-
ifications are taught within school-based full-time 
education. 
Dual qualifications are more effective in promot-
ing  the  social  standing  of VET  than  traditional 
pathways:  they  link  the  acquisition  of compe-
tences  to  personal development, facilitate mobil-
ity both in the education system and on the labour 
market  and  make  transitions  between  education 
and employment easier. This success is accompa-
nied, however, by fairly  substantial creaming off 
of the top  students. Dual qualifications therefore 
have to be an integral part of a flexible and trans-
parent education  system:  it must  be  possible  to 
gain access to  these qualifications from different 
vocational and general channels;  they  must  pro-
vide access to further study in higher education. 
Whatever the strategy adopted, it is difficult 
to  change  the  image  of vocational  training 
systems  which in  many  European countries 
accommodate pupils who have failed in gen-
eral  education.  Substantial  progress  has, 
however. been made and VET is now being 
repositioned  within  education  systems  and 
with respect to the labour market. 
4.  Certification systems, assessment and 
recognition of skills 
Our certification systems are changing. The abil-
ity of conventional diplomas to reflect an individ-
ual's  competence  is  being  called  into  question. 
New certification models are appearing, in partic-
ular systems for validating non-formal learning. 
In a labour market whose main feature is growing 
mobility, 'credentials' take on increasing intrinsic 
importance. At the same time, a glut of diplomas 
is  causing  the  demand  for  qualifications  to  rise 
even further. 
At present, certification is becoming a component 
of training in its own right, and increasingly inde-
pendent from training (what is termed 'autonomi-
sation'). By looking  for  methods  that are  better 
able to  measure people's competences, the stress 
is  placed  more  on  people's  ability  to  mobilise 
their competences and less on the  way in which 
these  competences  have  been  acquired.  This 
approach is  leading to new forms  of recognition 
(especially for non-formal learning). 
Introducing a strategy of lifelong learning makes 
it necessary to  take account of alternative meth-
ods by which competences can be acquired and to 
develop links between the various stages of learn-
ing at different times of life. 
If  the transparency of the skills certified and their 
relevance  to  the  working  world  are  factors  of 
flexibility,  their  large-scale  legitimacy  requires 
the  acceptance of standards. A balance therefore 
has  to  be  sought between  a degree  of precision 
through which an individual's particular skills can 
be readily identified and a wide enough degree of 
generality to  enable these skills to  be recognised 
in the broadest possible spectrum. 
New  certification  models  currently  being  pro-
posed  valorise  alternative  ways  of  acquiring 
knowledge,  i.e.  learning  in  working  situations, 
during  leisure  time  or  in  private  life.  Compe-
tences  are  assessed  regardless  of  the  way  in 
which they have been acquired. 
The European countries can be grouped into five 
clusters depending on the importance they attach to 
non-formal  learning,  the  institutional  and/or 
methodological initiatives they have taken and the 
experiments they have launched. 
(a)  The first cluster includes Germany and Aus-
tria. The attitude of these two  countries towards 
non-formal learning can be described as cautious. 
There is no consensus among the various players 
in  training  that  new  assessment  methods  are 
needed.  Experimental  projects  have,  however, 
been launched. 
(b)  The  second  cluster  includes  the  Mediter-
ranean countries:  Greece, Italy,  Spain and Portu-
gal.  These  countries  do  not have  such  a  strong 
tradition of VET; as a result, non-formal learning 
has become the dominant means by which skills 
are reproduced and renewed. A range of method-
ological and institutional responses has now been 
introduced. However, though both the public sec-
tor and the private sector have stressed the value 
of recognising  non-formal  learning,  not  enough 
practical steps have been taken yet. 
(c)  In  the  Nordic  countries  (Finland,  Norway, 
Sweden and Denmark), there are two sub-groups. 
In Finland and Norway, non-formal learning is at 
the  forefront  of  discussions  of  education  and 
training and is  giving rise to  far-reaching experi-
ments and institutional reforms. In  the other two 
countries (Sweden and Denmark), interest in this 
issue has up to now been limited. 
(d)  The  fourth  cluster reflects  the  influence  of 
National  Vocational  Qualifications  (NVQs)  in 
mutual learning between countries. It includes the 
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United Kingdom, Ireland and the Netherlands. In 
these Member States, the importance of learning 
outside formal systems is recognised almost unani-
mously. Other countries are also trying to adopt a 
system  based  on  the  NVQ  model  (for  instance 
some of the Spanish autonomous communities). 
(e)  The criterion for the final cluster, including 
Belgium and France, is more geographical. France 
has played a pioneering role in identifying, assess-
ing and recognising non-formal competences. But 
though the country has the longest and most exten-
sive experience in this field, the social recognition 
accorded to such learning is still limited. Belgium 
is still at an early stage of development and has not 
yet decided on a clear-cut strategy. 
Other  initiatives  at  sectoral  or branch  level  are 
helping  to  make  this  issue  more  complex  and 
wide-ranging. 
The  European Union  (White  Paper on  teaching 
and learning, 1995, and programmes) has helped 
to  identify the issues  more  clearly and  has  sup-
ported processes launched at national level. Inten-
sive  activity  at national level is, however, moti-
vated more by the  practical challenges raised by 
the creation of links between formal and non-for-
mal  learning  than by  a desire  to  create  systems 
that are transparent and harmonised at European 
level. 
The various measures that have· been introduced 
on a relatively large  scale  show that non-formal 
learning is  still being treated as  a sub-category of 
formal  learning. The specific nature of this  type 
of learning, leading to  specific competences, has 
not as  yet been recognised. This is partly due to 
the  fact  that  formal  qualifications  continue  to 
underpin industrial relations in terms of job level 
attribution, pay scales and collective agreements. 
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While the reliability and validity of non-for-
mal  learning  are  ensured  by  technical  and 
instrumental criteria, legality and legitimacy 
must be ensured on a normative basis. Even 
perfect methods are of no value unless they 
are  underpinned  by  an  appropriate  institu-
tional and political framework. Though insti-
tutional structures cannot provide the whole 
answer, this  dimension  should certainly  not 
be disregarded. 
5.  VET professionals: changing roles, 
professionalisation and steering of 
systems 
Changes  in  the  roles  of VET  professionals  are 
being shaped by three new aspects of the training 
landscape: the development of learning organisa-
tions; the emphasis that is being placed on com-
petences and non-formal learning; and the impact 
of the new information and communication tech-
nologies (ICTs). 
The challenges that are facing VET seem to point 
to  the need for greater professionalisation among 
the  players  involved  in  training.  The  extent  to 
which this professionalisation can have an impact 
on the steering of VET systems and the forging of 
closer links with the labour market also needs to 
be studied. 
Stepping up educational qualifications is the tra-
ditional approach to the professionalisation of the 
jobs  of  teachers  and  trainers,  especially  to 
improve  the  role  of instruction/facilitation.  The 
outcome of this approach is progressively to align 
the function of VET teachers with that of teachers 
in general pathways. 
The  widespread  dissemination  of  educational 
knowledge must be accompanied by the introduc-
tion of continuing training programmes, enabling 
professionals  to  prepare  for  new  functions 
(administration, planning, research, etc.). 
The very fragmented nature of the various groups 
of  professionals is accompanied by increasing con-
vergence of their functions. Formal integration of 
the  various  groups  may  well  prove  difficult  to 
achieve.  However,  alternative  solutions  can  be 
explored:  developing  common  elements  in  IVT 
(level,  method  and  content)  and  new  functions 
(research, links between IVT and human resource 
development  - HRD);  stepping  up  cooperation 
with the working world and the social partners; and 
introducing learner-oriented programmes and rich 
learning environments, in particular in CVT. 
The  range  of tasks  and  functions  of HRD 
may provide a basis for the professionalisa-
tion of the various players involved in train-
ing.  It could  be envisaged  to  diversify  the 
role of the groups of professionals distributed 
throughout the various organisational spheres 
of  training  (education  and  workplace)  in 
order to  enrich  their functions  as  educators 
by those of HRD managers. Part two 
Lifelong learning and 
competences: challenges and 
reforms 
In this section, lifelong learning is addressed from 
a pedagogic viewpoint.  The  various elements of 
this strategy are analysed: the competences to be 
developed, the teaching and methods to be put in 
place, the reforms to be implemented in education 
and training  systems to  ensure  that courses are 
individualised and flexible. Also analysed are new 
forms  of in-company  competence  acquisition  in 
connection  with  the  restructuring  into  learning 
organisations. 
1.  Lifelong learning: from creation of a 
concept to a new educational 
paradigm 
In  a  society  where  globalisation,  technical 
progress and communication technologies under-
line  the  essential  value  of human  capital,  the 
advent of the  concept of lifelong  learning  goes 
hand  in  hand  with  growing  awareness  of  the 
importance  of  the  processes  of  acquiring  and 
updating know  ledge and competences. 
The concept of lifelong learning emerged in the 
1970s. At that time it focused on a vision of sys-
tematic and institutionalised education and train-
ing. The  value  of competences  acquired outside 
formal  institutions  received  little  recognition 
(except in certain countries, see for example the 
German dual  system). Practitioners knew that it 
was not enough simply to extend traditional educa-
tion throughout life, and that new methods would 
be needed; however, there was a greater emphasis 
on the content of learning than on the processes or 
the learner. 
Since then, the labour market and education sys-
tems  have  been  affected  by  profound  changes, 
associated  in  particular  with  socio-economic 
change,  technological  advances  and  the  demo-
graphic  trend.  This  resulted,  amongst  other 
things,  in  considerably  increased  participation 
rates of adults in training. 
These  changes  have  shown  the  importance  of 
employability, which refers to the need to develop 
and  maintain  workers'  competences,  equipping 
them  with  the  knowledge  and  capacities  neces-
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sary  to  stay  in  employment  throughout  their 
working lives. To this end, individuals need to be 
empowered to ensure their own employability by 
becoming  lifelong  'self-directed learners'. From 
the point of view of employability, lifelong learn-
ing appears to  be a necessity and a right for all. 
The  State  and  other institutions  responsible  for 
education  and  training  should  therefore  provide 
appropriate  learning  conditions  and  environ-
ments. 
Setting out the central elements of the new con-
cept of lifelong learning helps in identifying the 
challenges  facing  States,  education  systems, 
enterprises and individuals. 
•  Initial  education  and  training  must  ensure 
that a minimum learning platform is guaranteed. 
Initial training appears to be a tool preparing indi-
viduals to acquire an adequate level of employa-
bility  and  adaptability,  by  equipping  them  with 
the  necessary  skills  and  competences  to  gear 
themselves  and  adapt, throughout their lives, to 
changes  in  occupations  and  working  environ-
ments. 
The initial stage of education and training is cru-
cial, since it represents  a unique  'investment' in 
the formation of competences on which individu-
als  can rely throughout their lives. Young people 
must be provided with at least a 'minimum edu-
cation and training platform', composed of basic 
skills  and  key  competences  on  which  they  can 
base and build up their later learning. 
•  Enterprises and individuals play a key part in 
the strategy of  lifelong learning. They must invest 
into developing their potential, supported by pub-
lic policies designed to  create  a favourable  eco-
nomic and social climate. 
Increased investment in training depends on pri-
vate initiative, including that of enterprises. Gov-
ernments should therefore endeavour to encourage 
enterprises and individuals to invest in training. 
Because of changes in the structure of trade sys-
tems and of work organisation and because com-
petition is becoming keener - phenomena that are 
intensified by the rapid spread of new technolo-
gies - enterprises should be aware that their sur-
vival and ability to compete depend on their con-
stantly updating the competences of their employ-
ees through training. 
•  The identification, evaluation and recognition 
of non-formal  learning  is  a  crucial  stage  in  the 
implementation of a strategy of lifelong learning 
and  training.  It is  becoming  important  to  link 
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together different forms of learning in all areas of 
life  (lifewide learning)  at  different points  in life 
(lifelong learning). 
•  The change from instructionist education to a 
constructivist approach, in which the individual is 
active, and content is contextualised and based on 
problem-solving, results  in  a  complete  redefini-
tion  of the  functions  of teachers  and  trainers, 
both in companies and in training establishments 
and  schools. The didactic situation is  less easily 
foreseeable and incorporates practical dimensions 
to  a greater extent, or indeed wholly. Previously 
the  teacher/trainer  taught,  demonstrated, 
explained. Now, in the new forms of learning, his 
role is to advice and structure the processes. 
•  Hence specific measures must address various 
disadvantaged  groups,  in  order  to  prevent  any 
increase in inequalities as  regards access to  edu-
cation. These groups are, for example: 
(i)  young  people  who  leave  education  without 
reaching upper secondary level; 
(ii)  low-skilled workers; 
(iii) older workers; 
(iv) the  unemployed  or  individuals  at  risk  of 
unemployment; 
(  v)  immigrants and ethnic minorities. 
•  Used as a didactic tool, information and com-
munication technologies (ICTs)  offer individuals 
a significant degree of flexibility (choice of sub-
jects,  learning  times  and  methods,  particularly 
with the Internet). That is one of the reasons why 
e-leaming is  now  one of the European Commis-
sion's  prime  aims.  However,  ICTs  may  lead  to 
new forms of exclusion by penalising individuals 
with restricted access to these tools or less famil-
iar with these technologies (especially individuals 
who  have  special educational  needs  and/or who 
come from underprivileged social backgrounds). 
Institutional  systems  must be  reformed  so  as  to 
create or strengthen links between the various ele-
ments of education systems and between learning 
and work: 
•  horizontal links within the education system, 
establishing bridges  between different education 
and training routes to facilitate individual mobil-
ity; 
•  vertical  links  between initial  and  continuing 
education/training systems, to ensure ease of tran-
sition between the two moments of competences 
acquisition; 
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•  links  between  education policies  and  labour 
market policies, with a view to increasing cooper-
ation  among  the  various  players  (e.g.  education 
and employment ministers, the social partners); 
•  links  between education system and produc-
tion  system,  to  facilitate  the  transition  between 
the  two,  to  encourage  training  systems  to  be 
responsive,  to  increase  the  awareness  of enter-
prises on the long term benefits of training and to 
help  individuals  to  familiarise  themselves  with 
the world of work. 
Ten years ago, the various  elements of life-
>  long learning were still being studied in iso-
lation. Most countries now seem to opt for a 
more  holistic  approach  to  this  concept, 
designed  to  bring  together  both  initial  and 
continuing education and training and formal 
i  and  non-formal  learning  within  a  cohesive 
,  system. 
2.  Competences, learning processes and 
didactic innovations for new 
occupational profiles 
Job  content  is  changing  at  an  increasing  rate, 
mainly because of two factors: 
(a)  the  introduction of new technologies, which 
put the emphasis on intellectual competences 
rather than action-based skills; 
(b)  the  expansion  of new  organisational  para-
digms, which establish new requirements as 
regards  variety,  flexibility  and  quality  in 
occupational practice. 
The  labour  market  is  exhibiting  contradictory 
demands: employers are seeking individuals who 
will be both highly adaptable (i.e. generalists) and 
immediately operational (i.e. specialists). 
Most people are likely to need to undergo training 
and to change jobs in the course of their working 
life;  hence  VET  must  equip  them  with  a broad 
basis of technical, methodological, organisational, 
communication  and  learning  competences.  VET 
should also provide specific skills to facilitate the 
transition  between  the  education  system  and 
employment. To tackle this antagonism a redefin-
ition of vocational education would appear neces-
sary, and the concept of 'qualification' should be 
replaced by the broader concept of 'competence'. 
Today,  'competence' has  become  a general-pur-
pose term. It is  used in  various  scientific disci------------------------------------------------------------------------------------------------------------------------------------------------------ Executive Summary 
plines,  but often  with  different  connotations.  In 
the  context of employment, it is  tending to  sup-
plant  formal  qualifications.  In  education  and 
training, its  acquisition is  becoming the ultimate 
objective. Competence is  coming to the fore in a 
context of socio-economic crisis and transforma-
tion of work organisation, which in itself justifies 
the  transition  to  a  new  management  model.  An 
attempt is  even being made to define the compe-
tences individuals must have in order to take their 
place in our society. 
In the field of vocational training and work analy-
sis, skill has traditionally been regarded as  some-
thing highly specific, associated with a job. Tech-
nical and social developments have stimulated a 
quest for  transverse  competences, in  addition  to 
specialised skills. 
In Europe, various models have been proposed to 
VET systems for adaptation of their content and 
curricula. Two main trends can be identified: 
(a)  the  approach  promoting  basic  and  generic 
skills; 
(b)  the  approach  promoting  transferable  (key  I 
core)  competences  and  broad  professional 
competences. 
The approach promoting basic and generic skills is 
characteristic  of  the  debate  in  English-speaking 
countries, but it is also seen in certain other countries, 
although to a less significant extent (DK, D, NL). 
The skills whose acquisition is  promoted in this 
approach are the general elementary and/or cog-
nitive competences required for a whole series of 
jobs, indeed all jobs: mathematics, reading, writ-
ing, problem-solving, social, communication and 
interpersonal  competences.  They  are  'entry 
skills'. 
The  approach promoting transferable  (key/core) 
and broad professional competences (dominating 
for example in Germany, Austria, and Denmark) 
is  based  on  a  collection  of competences  tran-
scending divisions of labour and traditional occu-
pational  profiles.  The  competences  cited  are 
social  and  communication  competences,  and 
strategic efficiency, in particular problem-solving 
competences,  organisational  competences  and 
leadership. 
There is no fundamental difference between these 
competences and those listed by supporters of the 
development of generic skills. It is  because they 
are regarded here as  dependent on a context or a 
range  of  situations  that  the  didactics  for  their 
acquisition will be different. 
Definitions of skill/competence 
Skill:  the  relevant  knowledge  and  experience 
needed to  perform a specific task or job and/or the 
product of education, training and experience which, 
together with relevant know-how,  is characteristic of 
technical knowledge. 
Competence:  the  proven  and  individual  capacity to 
use know-how,  skills,  qualifications or knowledge in 
order  to  meet  both  familiar  and  evolving  occupa-
tional situations and requirements. 
Generic skills:  the  skills  that  support lifelong  learn-
ing,  including  not  only  literacy  and  numeracy  (i.e. 
basic skills), but also communication skills, problem-
solving  skills,  teamworking  skills,  decision-making 
skills, creative thinking, computer skills and continu-
ous learning skills. 
Transferable  competences:  the  competences  indi-
viduals  have  which  are  also  relevant to  other jobs 
and  occupations than  the  ones they currently have 
or have recently had. 
Key/core competences:  the  sets of skills which  are 
complementary  to  basic  and  generic  skills  and 
which enable individuals 
•  to acquire new qualifications more easily; 
•  to adapt to changing technological or organisa-
tional contexts; and/or 
•  to achieve mobility on the labour market, includ-
ing  by means of career development. 
Sources: Bj0rnavold J., Tissot P.,  2000; European Training 
Foundation,  1998b. 
Problems of occupational practice do not appear 
in isolation, but in bundles specific to each occu-
pational group;  these can be called occupational 
core problems. When they arise, the worker must 
knowingly  mobilise  a  collection  of knowledge 
and competences, in order to react appropriately 
and  in  good  time.  These  problems  are  determi-
nants vis-a-vis the work and efficiency of particu-
lar groups of skilled workers. In order to become 
experienced  skilled  workers,  beginners  must 
prove  their  ability  to  deal  with  these  problems 
efficiently. The ability an individual demonstrates 
to resolve them determines his level of expertise. 
During  the  learning  process,  learners  can  use 
these problems to acquire the key elements of the 
skills and know-how required in their occupation, 
but  also  to  develop  more  general  competences, 
namely problem-solving and meta-cognitive com-
petences. The learner must face up to elements of 
complexity,  contradiction  and  uncertainty  which 
help to develop transferable competences. 
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Researchers and VET teachers seem to be divided 
not  so  much  on  the  subject  of  the  kind  of 
skills/competences  that  enable  individuals  to 
adapt,  but  rather  on  the  methods  of acquiring 
these skills/competences and on their application 
in appropriate occupational situations. 
Some researchers believe that basic skills  (read-
ing,  writing,  mathematics)  and  generic  skills 
(problem-solving,  communication,  learning  to 
learn) must be imparted. Others, while acknowl-
edging the value of these competences, argue that 
competences  are  context-dependent,  and  cannot 
be developed outside it. 
Teaching innovations based on each of these 
two channels have been proposed. However, 
they  all  focus  on autonomous  learning  and 
competences development via problem-solv-
ing, and are based on more customised and 
active teaching and pedagogy, as opposed to 
traditional teaching (traditional frontal learn-
ing  or simple  copying  of behaviour in  the 
workplace). 
3.  Individualisation and differentiation 
of VET pathways 
In order  to  ensure  varied, high-quality  learning 
and  implementation  of  a  strategy  of  lifelong 
learning, VET must, inter alia, adopt new flexible 
methods and facilitate increased individualisation. 
In this chapter national examples are given, sup-
plemented by proposals for further reforms. 
Several paths have been explored in Europe in the 
quest to achieve flexibility and individualisation: 
•  increased cohesion between initial and contin-
uing education and training; 
•  increased  modularity  of  training  pathways 
(facilitating a more flexible approach to com-
petences); 
•  creation of programmes combining vocational 
and general qualifications  (in particular, dual 
qualifications); 
•  expansion  of the  choices  offered  by training 
programmes  (facilitating  the  development  of 
customised courses of personal and vocational 
development). 
These reforms are  aimed at increasing the flexi-
bility  and  differentiation of VET;  they  are  also 
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designed to improve its image and strengthen its 
position  in  relation  to  general  education  (see 
above). 
In the United Kingdom and the Netherlands, it is 
believed that customised lifelong learning neces-
sitates gradual implementation of a modular sys-
tem, which should also ensure that VET is more 
responsive  to  industrial  change  and  creates 
bridges between VET and general education and 
between VET in a school environment and in the 
workplace (alternance training). 
In  France,  interchangeability  of  general  and 
vocational  education  has  been  formally  imple-
mented. Flexibility has been increased via valida-
tion of learning and vocational experience, which 
enables credits to be built up. For example, the 
vocational baccalaureate (Bac pro) has been put 
in place, a dual qualification stream. 
Germany  has  chosen  to  implement  a  policy  of 
internal differentiation, to promote dynamism and 
flexibility  within programmes. A second axis  of 
reform is designed to achieve greater customisa-
tion of vocational qualifications and to ensure a 
smoother transition between initial and continu-
ing vocational training. 
In Denmark,  all  young  people,  including  those 
participating in VET, are given a basis of general 
education, facilitating increased mobility between 
pathways. A modular system has also been put in 
place.  Modularity  also  promotes  adaptation  of 
curricula  to  meet the  needs  of particular  target 
groups, thanks to the customised combination of 
learning units. 
Lifelong learning is furthered  by  putting in 
place  partial  or full  qualifications  that  are 
interchangeable,  enabling  individuals  to 
move between general education, initial and 
continuing  vocational  training,  and  higher 
education,  within  a  system  which  will  no 
longer be linear  (with  one  stage  following 
another), but will support transfers between 
different  places  and  times  of competences 
acquisition, in an approach favouring compe-
tences  acquisition rather than an  accumula-
tion of qualifications. 
VET  will  be  made  more  attractive  by  the 
opportunity to obtain recognised supplemen-
tary  qualifications  through  continuing  train-
ing, and by the provision of continuing train-
ing  in higher  education  for  VET  qualifica-
tions. -------------------------------------------------------------------------------------------------·---------·--·-------------·---------------------- Executive Summary 
Consistent expansion of continuing training 
options  in  the  workplace  is  also  required. 
New forms  of work  organisation  appear to 
offer more opportunities for learning than did 
traditional forms of division of labour. 
4.  Learning in enterprise 
New models of work organisation are improving 
the  opportunities  for  professionalisation  and 
learning. However, teaching incorporated into the 
modem work process is very different from peda-
gogically  organised teaching.  In  the  most  auda-
cious scenarios, new forms  of work are  equiva-
lent to new forms of learning. 
Training  associated  with  work  must  not  be 
restricted to  experimentation or on-the-job train-
ing.  Complete vocational competence cannot be 
acquired  solely  through  informal  or non-formal 
learning,  which  constitutes  a  limited  situation 
from the cognitive point of view, since it does not 
provide for  any  reflexive  return  on  the  activity. 
Forms  of deliberate  learning  must be  added,  to 
take the process beyond the level of training char-
acterised solely by technical or economic objec-
tives, and to encourage reflexiveness and personal 
development on the part of the learner. 
The forms of organisation and learning character-
istic of modem industrial work processes can be 
divided into two main categories: 
(a)  learning-organisation-type  forms,  in  which 
deliberate learning and informal learning are 
systematically  combined,  and  which  go 
beyond the immediate necessities of the job; 
(b)  forms of work organisation in which compe-
tences  are  acquired  informally  and  through 
experience, and remain limited to  the needs 
dictated by the work situation. 
Forms  of  workplace  learning  which  can  be 
regarded as innovative go beyond informal learn-
ing in the way in which they systematically com-
bine learning and work. 
A  learning  organisation  is  an  enterprise  which 
mobilises  its  entire  workforce  in  increasing 
organisational and individual efficiency, through 
continuous  deliberation  on  the  way  in  which 
strategic and everyday tasks  are carried out and 
by  creating  a  learning  conducive  environment. 
Thus the work content becomes the learning con-
tent. Together, the two become elements of a spi-
ral of continuous improvement. 
Implementation of forms of learning incorporated 
into the work process and of self-directed learn-
ing also fulfils  economic objectives; it is  associ-
ated with restructuring of enterprise organisation. 
These initiatives lead to the creation of new train-
ing prospects and thus  fulfil  both economic and 
educational objectives by contributing to: 
•  the relevance of contents; 
•  increased  prospects  of personal  development 
and individual autonomy; 
•  optimisation of  productivity and performance; 
•  understanding of organisational reforms by all 
those involved; 
•  the acquisition of competences appropriate to 
future labour market requirements. 
Learning within the modem work process offers a 
series of benefits as regards guidance and motiva-
tion;  it  also  ensures  a  direct  link  between  the 
acquisition of knowledge and its practical imple-
mentation.  However,  this  form  of organisation 
has not inconsiderable implications for the func-
tions  and  tasks of those  responsible for  training 
and development of human resources, and for any 
worker who acts as a trainer at some point. 
Recognition  of  the  constructive  nature  of 
learning and  strengthening of its links  with 
the work process modify the trainer's condi-
tions and methods of intervention. Within the 
learning organisation, where workplace  and 
learning merge together, his function moves 
in the direction of coordination. Within this 
framework,  in  addition  to  his  traditional 
functions  the  trainer  acts  as  foreman, 
spokesperson, project manager, quality asses-
sor, etc., a process also broached in the con-
text of the  new  roles of VET professionals 
above. 
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three 
~"fraining and employment 
a company perspective 
Part three of  the report focuses on companies and 
their role  in  training  and employment. After an 
analysis of  the possible impacts of  globalisation on 
work organisation and skills, the structures and the 
functioning  of internal  and occupational labour 
markets and their effects on skill acquisition and 
utilisation are discussed. Research into SMEs, self-
employment and entrepreneurship, and the impli-
cations for growth, job creation and enrichment of 
skills,  are  presented  thereafter.  Approaches  to 
develop and measure human resources at company 
level, and the potential of  enterprise surveys as a 
complement to  labour force  surveys,  are further 
issues discussed in this Part. 
1..  Skill needs in a global economy 
There is  no  clear or simple relationship between 
'globalisation', the  division  of labour  and  com-
pany training  needs.  Changes  in the  division of 
labour are increasingly attributed to the process of 
globalisation  which  is  expected  to  place  new 
demands  for  skills,  competences  and  work  atti-
tudes on employees. 
Decreasing  site-specificity  and  temporal  con-
straints on the  production of goods  and services 
establish new  competition criteria for  globalised 
markets. In order to meet these criteria, firms reor-
ganise production and work processes and workers 
have  to  face  new  skill  requirements.  However, 
empirical evidence on new production concepts is 
not always clear but shows a broad range of organ-
isational choice between more  traditional,  'neo-
Tayloristic' and new organisational approaches. 
'Production intelligence' - a combination of the-
oretical, experiential, systemic, digital  and  work 
process  knowledge  - as  well  as  international, 
managerial  and  social  competences  will  clearly 
gain in importance. However, it would be an illu-
sion to believe that every job involves an equally 
high degree of these new competences. Globalisa-
tion  in  combination  with  new  ICTs  sometimes 
also  results  in  work  that  reduces  skill  require-
ments  to  a minimum. Furthermore, it is  hard to 
believe that every worker is able to meet new and 
ever-increasing job requirements. 
Thus, a general trend towards a 'rehabilitation' of 
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work  is  not  always  visible.  Instead,  and  rein-
forced by  globalisation, there is  also  a tendency 
of polarisation  with  skill-intensive  jobs  on the 
one  hand  and  less  information  and  knowledge-
intensive jobs on the other. 
This implies a major challenge for VET systems. 
Training should contribute to avoiding the exclu-
sion of those falling out of the upper and interme-
diate  segments  of skilled  personnel.  Within  the 
vocational training system, ICT-applications, and 
the  resulting  qualification  needs  (e.g.  'e-leam-
ing'),  should  receive  major  attention.  Further-
more,  the  ICT-sector  itself faces  quantitative  as 
well  as  qualitative  skill  shortages.  Vocational 
training should contribute to reducing at least the 
qualitative ones. 
The widespread use of modem ICTs not only 
creates additional qualifications and training 
needs, but has also impacts on the delivery of 
training, e.g.  through the provision of open 
learning  centres,  distant  and  self-directed 
learning and the delivery of learning to peo-
ple  who  are  unable  to  attend classes  regu-
larly.  In this  sense,  'globalisation' could be 
positively used to enhance and complement 
the skills needed in a global society. 
2.  Internal, external and occupational 
labour markets 
Debates  on  the  contribution  of training  to  eco-
nomic growth and employment touch upon public 
policies and the roles of enterprises and individu-
als  concerning the creation and  accumulation of 
human capital. Questions focus  on the  structure, 
functioning and mobility of internal, external and 
occupational  labour  markets  as  well  as  their 
implications for skill acquisition and utilisation. 
Research  into  internal  and  occupational  labour 
markets  indicates  that  the  choice  of a  societal 
model, and the resulting wage-labour nexus, dif-
fers  across  European  countries.  Economic 
approaches  based  on  neo-classical  and  human 
capital  theory  are  disputed,  as  are  sociological 
ones based on dual labour market and segmenta-
tion theories. 
All these models  are only  partly able to explain 
the  wage-labour  and,  in  consequence,  the  skill-
labour nexus, i.e. the role of different actors (indi-
viduals, employers, social partners, training insti-
tutions,  State)  in  linking  the  labour  market  and 
education/training system. ----·----------------------------------------------------------------------------------------------------------·----------------- Executive Summary 
Up  to  now,  empirical  evidence  of the  interplay 
between  all  types  of labour markets  - external, 
internal and occupational- and their links to edu-
cation, training and skills have been rather scarce. 
Longitudinal analyses, combining both individu-
als and firms, are at an early stage. Such analyses 
should include institutional characteristics and the 
influence of other actors on the modalities of in-
company training and deployment. 
They should also be able to  answer the question 
of whether, and by which means, disadvantages in 
education, training and early work career can be 
compensated  for  by  continuing  training  or  tar-
geted programmes in later working life. 
Societal models and approaches up to now have 
tended to focus on the links between training, occu-
pational  relations  and  personnel  management. 
Most of them  are  content  with  a description  of 
structural characteristics, assuming a stable world. 
However,  the  relationships  between  training, 
mobility and wages/career are varying: they differ 
by  type  of labour markets, by  time, country and 
region. A similar situation  applies  with regard to 
policies  concerning  the  competitiveness  of firms, 
internal and external flexibility,  the  battle against 
social exclusion and new combinations of training 
and work. 
'Shocks'  such  as  the  opening  of  Europe, 
globalisation, educational expansion, chang-
ing work organisations etc. should stimulate 
dynamic  models  - thus  changing  the  view 
from a mere description of societal spaces to 
an  analysis of the modalities of transforma-
tion (or perseverance). 
Equally, comparative studies based on inter-
disciplinary approaches and using both quan-
titative and qualitative information - in par-
ticular at the enterprise level - are  research 
topics that need significantly more attention. 
3.  The role of SMEs in training and 
employment 
Today,  small  and  medium  sized  enterprises 
(SMEs)  are regarded as  the main source of eco-
nomic  development,  innovation  and  creation  of 
employment.  Empirical  evidence  confirms  the 
decisive  role  of SMEs  for  growth and  employ-
ment: 99,8% of all enterprises in Europe have less 
than 250 employees and SMEs employ the major-
ity of the European workforce. 
Independent and family businesses still form  the 
majority of small firms, in particular in southern 
Europe. However, there is  a trend towards more 
dependence  (or  to  interdependencies)  on  other 
SMEs or large firms coincident with a shift from 
the owner-entrepreneur to the manager of a small 
or medium firm and their different strategies, e.g. 
in  terms  of long-term  or  shorter-term  perform-
ance. This shift also has an impact on the training, 
recruitment and employment policies of firms. 
Although SME research has a long history in some 
countries, it was  not until  the  1980s  that econo-
mists  and  sociologists  rediscovered  SMEs.  The 
decline of mass production, decentralisation, ter-
tiarisation of economies and persistent unemploy-
ment emphasised the flexibility of small structures 
which are expected to  improve innovation, com-
petitiveness and responsiveness to changing mar-
kets.  However,  the  specificity  and,  at  the  same 
time, diversity of SMEs -even more in a European 
context-impedes a coherent analysis of  the role of 
SMEs in training and employment creation. 
Research  has  developed  a  multiplicity  of 
approaches  reflecting  different  definitions,  eco-
nomic weight and historical development of SMEs 
in European countries. Until the recent past, with 
the exception of  Italy and Germany, however, SMEs 
have not been an autonomous object of  research. 
In  contrast,  SMEs  are  of increasing  interest  to 
national and transnational policies, in terms of  mod-
ernisation, innovation and development of human 
resources. The reasons are obvious: the growth of 
services and business restructuring in large firms; 
the crisis of large concentrations; and the  advan-
tages of small flexible units. Above all, SMEs are 
seen as 'carriers of  hope' in the battle against unem-
ployment and to foster economic dynamism. 
In this context, much research work on SMEs 
has  been devoted  to  manufacturing  sectors, 
but too little to services and international com-
parisons. Research should focus  much more 
on the key  sectors of employment creation, 
e.g.  business  and  personal  services,  recre-
ation/tourism, hotels  and restaurants, health, 
education etc. and the skills needed there. 
The link between enterprise creation and employ-
ment creation is  not  always  evident. Rapid pro-
duction and employment growth among SMEs is 
a phenomenon which applies to a relatively small 
number of 'high-flying'  and  fast  growing  small 
businesses only. Most of these highly performing 
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SMEs are to be found in the services sectors and 
employ,  in  particular if they  have  surpassed the 
threshold from a micro to a small sized enterprise, 
an equal proportion of highly skilled workers as 
larger  firms.  Micro  firms,  on  the  other  hand, 
above  average  employ  workers  (in  particular 
women) at lower and medium skill level. 
SMEs  create  employment but they  also  destroy 
jobs.  Schumpeter's  'creative  destruction'  with 
appearance  and  disappearance of firms  and jobs 
in the market is an essential element of economic 
dynamism,  of contribution  to  structural  change 
and  to  the  reactivation  of labour  markets.  But 
fluctuation may also reinforce job precariousness 
and may prevent workers and firms from an opti-
mal investment in human resources. 
Political support of enterprise start-ups faces 
the problem of  targeting the measures. How to 
identify  early  the  best  performing  SMEs 
which create the most jobs? And should policy 
also focus on job quality in terms of stability, 
durability of  jobs and working conditions? 
Numerous difficulties arise when trying to measure 
the  specific contribution of SMEs to employment 
growth-not only because of  the ongoing economic 
transformations  but  also  because  the  terms  'cre-
ation' and 'employment' are themselves blurred. 
These  problems  also  concern  the  appropriate 
method of analysis,  e.g.  the  distinction  between 
stocks and flows, gross and net job creation, and 
the  use  of cross  section  or  longitudinal  data. 
Another question to be answered is to what extent 
job growth is endogenous, i.e. induced by the cre-
ation of enterprises and their subsequent develop-
ment, or to what extent it is exogenous, for exam-
ple the result of the outsourcing practices of large 
firms? This also affects the skill needs and differ-
ent training strategies of SMEs. 
In  view  of  the  diversity  of  SMEs  and  their 
anchorage in specific environments, research con-
centrated on the evaluation of impact of training 
and employment practices of SMEs. 
Research has shown, for example: 
•  in initial training, SMEs absorb the majority 
of young people in Europe, in particular through 
apprenticeship  training.  Although  some  small 
firms  recruit  higher  skilled  young  people,  the 
majority  of SMEs, however, is  characterised by 
lower skilled and precarious jobs. This is one rea-
son  why  a  substantial  number of young  people 
leave small enterprises after training; 
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•  the engagement of SMEs in continuing voca-
tional  training  lags  considerably  behind  that  of 
large firms.  CVT provision also  depends  on  the 
strategic orientation and profile of the owner-man-
ager. In most cases, CVT serves the adaptation of 
skills to short term demand, and is primarily done 
on-the-job and informally. However, high-tech or 
manager-run small firms in particular, increasingly 
rely on formal CVT measures or on cooperation, 
networks, external training institutions or on new 
forms of training supported by ICTs; 
With regard to political measures to support CVT 
in small firms, European countries pursue differ-
ent approaches, ranging from legal obligations of 
firms to laisser-faire approaches towards employ-
ers.  Other countries have established a series of 
intermediary regulations within collective agree-
ments or in cooperation with the social partners; 
Recruitment and personnel policies in SMEs 
are often affected by the absence of a longer 
term personnel planning, by short term recruit-
ment decisions reflecting temporary demand 
and by informal selection procedures. How-
ever,  since SMEs train  more young  people, 
employ more former unemployed (and mostly 
older) people and more family members than 
'  large firms, they can function as 'transitional 
labour  markets'  between  training,  employ-
-:_  ment, unemployment and housework. 
More  research  efforts  are  needed,  taking  into 
account regional aspects and the diversification of 
SMEs  which  should be reflected by  appropriate 
policy measures. 
4.  Entrepreneurship and the European 
employment strategy 
Entrepreneurs  are  commonly  seen  as  'agents of 
change and growth'. The conditions for starting-
up  a business, for  its  survival, and the contribu-
tion of new firms  (mostly SMEs) to  growth and 
employment are, however, not always clear. 
Most research today emphasises the  'social capi-
tal' of the entrepreneur. In this context four cate-
gories of entrepreneurs, with partly different busi-
ness, employment and training strategies, can be 
distinguished: 
(a)  descendants of entrepreneurial milieu; 
(b)  entrepreneurs by compulsion; ------------------------------------------------------------------------------·--·------------------------------------------------------------------------------------------------------------------------------------------------ Executive Summary 
(c)  entrepreneurs by adaptation (e.g. because of 
unemployment or precarious employment); 
(d)  entrepreneurs by seizing an opportunity. 
A large research body exists on the mechanisms of 
business start-up and the links to the labour market. 
Increasing  unemployment may  'push' people  to 
start a business. A new demand for goods and serv-
ices may 'pull' the creation of  new firms. However, 
concerning  the  push factor,  little  empirical  evi-
dence is found. This seems to confirm the impor-
tance of pull-driven business creation. 
Research  has  elaborated  a  complex  vision  of 
enterprise  survival  and  related  employment 
effects.  In  general,  the  survival  rate  five  years 
after  business  start-up  in  Europe  and  the  US 
ranges between 50% and 60%, with variations by 
sector,  region  and  country.  Rapid  growth  of a 
newly-created enterprise is an exception. 
The survival process is, however, more complex 
than  often  assumed.  Closures  are  not  always  a 
sign  of 'failure' but  often  are  done  because  of 
more favourable alternatives for the founder, and 
many other closures  are  made without financial 
loss. Consequently, the equation of 'closure' and 
'failure' is not always meaningful. 
The notion  of innovation  is  even more  unclear. 
SMEs  are,  in  general, no  more  innovative  than 
large  enterprises.  Even among  the  fast  growing 
SMEs, only certain ones exhibit superior produc-
tivity or realise innovative activities. There is no 
technological determinism, although, in the first 
period after  start-up,  a  positive relationship  can 
be found between innovation and survival. 
In many cases neither technology nor innovation 
constitute a distinctive advantage. More important 
determinants are the specific position in the market, 
and within the value added chain, territorial anchor-
age, innovative milieus and contacts with universi-
ties or research institutes. If  new enterprises enter 
into established markets their survival is difficult 
and their independence may be threatened. 
Public support today not only includes finan-
cial aids and the imparting of human capital, 
but  also  attempts  to  stimulate  a  spirit  of 
enterprise or an  'entrepreneurial culture' by 
lowering  labour  costs  and  charges  or  by 
removing  administrative and fiscal  barriers. 
However, undifferentiated  support measures 
may  not  solve  unequal  developments  and 
imb~lances in  social  and geographic  terms, 
and thus may not lead to major job creation. 
Research and policy is  increasingly interested in 
self-employment as  a  source of job creation and 
alternative to dependent work or unemployment. 
The questions arising here are closely associated 
with the issues of SMEs and entrepreneurship. 
Access to this research field is, however, difficult, 
given the heterogeneity of self-employment (e.g. 
agriculture,  liberal  professions,  'quasi  self-
employed') and different legal and fiscal defini-
tions of self-employment across countries. 
The process of acquiring independence has been 
encouraged  and  promoted  by  public  support 
measures for the unemployed, people at risk and 
for women. The intentions were, not least, to fos-
ter  innovation  and  economic  growth,  to  create 
jobs and to reduce unemployment. 
However, according to Eurostat and OECD data, 
a close relationship between these factors cannot 
be found for most countries at the macro level. 
Most  industrial  countries  have  established pro-
grammes for  the  unemployed,  in  particular  the 
long-term unemployed, to become self-employed, 
with  some  degree  of  success.  However,  their 
intensity and success varies. Participation rates in 
these measures have been rather low and there are 
some  dead-weight  effects  in  that  unemployed 
people  are  supported  who  intended  to  become 
self-employed anyway. 
An emerging sector with close links to SMEs and 
entrepreneurship is the  'new social economy', i.e. 
the  non-profit  sector between the  State  and  the 
market. Entrepreneurs of social enterprises com-
bine economic and social objectives and thus dif-
fer  substantially  from  the  classical  notion  of 
entrepreneurs  in  Schumpeter's  sense.  Social 
enterprises meet needs that are not, or only partly, 
met by the public sector or the  market. Most of 
these organisations have a social objective, e.g. to 
help low skilled or unemployed people back into 
work, to  become  self-employed or, more gener-
ally, to foster local and regional development. 
A growing  number of cooperatives, associations 
and consumer organisations are being established 
with the aim of social integration through work, 
at local levels and often also linked with environ-
mental objectives. In this  way, social enterprises 
have  absorbed  a  number  of functions  from  the 
public sector, which is more and more withdraw-
ing from certain areas of social life. 
Increasingly, research efforts are devoted to inves-
tigating  the  links  between the  training  and per-
formance  of entrepreneurs, in terms  of survival, 
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profitability,  growth  and  employment  creation. 
Most studies indicate that technological know how, 
high qualifications and specific knowledge of the 
business segment is  a condition sine qua non for 
success. This includes know  ledge of local markets 
and integration in networks with other firms and/or 
with universities and research institutes. 
This  calls  for  a targeted  supportive  policy  which 
attaches information, advice, training and mentoring 
an equal importance as access to (risk) capital and 
the  removal  of legal  and  administrative  barriers. 
Taylor-made  advice  and  training  programmes  are 
nowadays an integrated element in almost all Euro-
pean programmes promoting entrepreneurship. 
From an education and training point of view, 
however, entrepreneurship and independence 
should be imparted much earlier, in compul-
sory schools and initial training. 'To act inde-
pendently' becomes a key competence in all 
spheres of working life. This applies not only 
to potential entrepreneurs but to all workers 
who are expected to independently plan, per-
form and control their work. New work organ-
isations, plus the changing expectations and 
objectives  of  individuals  concerning  their 
work, career and life biography, make them 
'entrepreneurs of their own work capacity'. 
The basis for independence should already be laid 
in compulsory schools. Planning and performing 
small projects, in teams and with changing roles, 
could be initial steps. This type of project peda-
gogy is also one of the most useful for the acquisi-
tion of  key qualifications and social competences. 
Before entry into vocational training, contacts to 
the world of work could be established and inten-
sified. The aim would be to learn to act independ-
ently, to  gain self-confidence and social compe-
tences,  and  to  gather  first  impressions  of  the 
world of work. 
At later age, the option  'entrepreneurship' could 
become  an  occupational  goal  in  its  own  right. 
European countries have developed a broad range 
of  related  activities,  e.g.  business  simulation, 
team  work  projects,  mapping  exercises  or  role 
games, learning  offices,  model  projects  and  the 
like. At this age, the internal and external aspects 
of entrepreneurship should be  furthered  by con-
structive- not instructive -learning and by expe-
riential learning outside the classroom in order to 
develop creativity. motivation, initiative, self-con-
fidence, risk-taking and cooperation. 
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In most countries, the concrete advice, support and 
training of the potential business starter is prima-
rily  done  within  higher education  or continuing 
training  measures.  Many  of these  measures  are 
supported by the European Commission, in partic-
ular in the framework of the European social and 
regional funds. In general, the objectives of these 
programmes are changing from more general and 
unspecific to targeted measures. 
The following aims - which are partly over-
lapping - can be distinguished: 
•  promotion of entrepreneurship  in  inno-
vative  and  high-tech  areas,  particularly 
in the services sector; 
•  promotion of young  adults, of women, 
of long-term unemployed; 
•  promotion of the  disadvantaged includ-
ing immigrants; 
•  promotion of the  environment for  start-
ups, for example by science parks, technol-
ogy centres, mentoring, business  angels, 
incubators, one-and-first  -stop shops, etc. 
5.  Developing and measuring human 
resources 
'Human resource development' refers to the acti-
vation and development of knowledge and skills 
in companies. The values and policies underlying 
a humanistic 'European' working life and educa-
tion and training culture are contrasted by a com-
peting  instrumental  model  of  'human  resource 
management',  inspired  by  neo-Tayloristic  work 
organisation principles and neo-liberal economics 
in  which  people  are  seen  as  'resources'  in  the 
sense  of being  utilised  to  increase  productivity 
and economic performance of the firm. 
This  raises  the  question  of the  future  role  of 
'hmnan resource development' policies in a Euro-
pean context. 
The  challenge  of globalisation  emphasises 
the  building  of societal  frameworks  which 
focus  on new  forms  of inter-organisational 
cooperation  and  alliances  between  enter-
prises and knowledge producers. In this view, 
the neo-liberal solution must give way to the 
promotion of learning by people, firms  and 
regions and to  creating appropriate learning 
environments. -------···------·----.------·--------------·--···--------------------------------------·-~---------- Executive Summary 
Closely connected with, and even a prerequisite 
for, human resource development is the measure-
ment of a firm's  human  capital,  i.e.  the  knowl-
edge,  skills,  competences  and  other  attributes 
embodied in individuals. Human capital reporting 
is  about measuring values  and  processes related 
to the acquisition, development and dissemination 
of knowledge. 
With the increasing importance of knowledge as 
an intangible asset, reporting on human capital is 
seen as  a method for estimating enterprises' per-
formance  as  well  as  future  strategies.  This  has 
become  a  constituent  factor  in  most  strategic 
management  tools  developed  in  recent  years. 
However,  this  issue  is  still  subject  to  a  high 
degree of indecisiveness. 
New  approaches  combining  reporting  on,  and 
management  of,  enterprises'  human  capital  are 
emerging. They focus either on specific elements 
or on the totality of elements constituting human 
capital and its utilisation. 
For a number of reasons enterprises show a grow-
ing interest in human capital reporting. Although 
still  primarily  occupied  with  the  input  side 
(costs), some programmes evaluate the return side 
(benefits)  based  on  a  standardised  framework. 
Enterprises are increasingly operating with alter-
native internal and external reporting systems. A 
common human capital reporting  method, how-
ever, has so far not manifested itself. 
International  organisations  and  most  national 
governments have not yet expressed a clear stand-
point concerning the standardisation and dissemi-
nation  of reporting  tools.  It  seems  likely  that 
human capital reporting frameworks with at least 
a  minimum  of  standardised  indicators  will 
emerge. 
Unless  general  approaches  are  developed 
supported  by  governments  and/or  interna-
tional organisations, human capital reporting 
is  likely  to  focus  on the  management  per-
spective, thereby neglecting other benefits of 
human  capital  reporting,  such  as  attracting 
qualified employees. On the other hand, if a 
set of minimum indicators is  established, the 
potential of human capital reporting is likely 
to be a benefit for the management and other 
stakeholders. 
6.  Exploring skills and training needs by 
enterprise surveys 
Actors  in  the  labour  market,  as  well  as 
researchers,  are  increasingly  interested  in  solid 
empirical  information  on  the  development  of 
labour  demand  and  skill  requirements  at  the 
enterprise level, as  a complement to  surveys  on 
the labour force. Some important questions to be 
answered by enterprise surveys are, for example, 
skills shortages and needs, the underutilisation of 
human resources, links between competitiveness 
and human capital investment, and questions con-
cerning the evaluation of publicly funded training 
.measures. 
However,  available  data  on  the  demand  side 
(firms)  are  scarce  compared  with  those  on the 
supply  side  (workers). Although a large volume 
of enterprise  data  is  being  collected  systemati-
cally,  much of it does  not focus  on - and  even 
neglects- aspects of training and skills. 
Enterprise surveys  can shed light on firms' 
measures  to  increase  flexibility  and  the 
resulting skill needs. Changes in the organi-
sational  structure  of an  enterprise  tend  to 
increase both the demand for skilled workers 
and the need for continuing training. A cen-
tral  determinant  for  the  utilisation  and 
deployment of workers is the entire structure 
of the enterprise, its production concept, per-
formance,  human  resources  and  strategies. 
These  aspects  should  be  covered  by enter-
prise surveys. 
The  same  is  true  for  the  analysis  of business 
process  reengineering,  which  covers  the  whole 
value-added chain of an enterprise, including sub-
contractors and purchasers, and calls for a better 
utilisation of the qualifications of employees. 
A deeper insight into training and CVT aspects, 
and a challenging perspective for VET research, 
is to  be expected from merged datasets combin-
ing  employer and employee data.  This  research 
field has begun to emerge rapidly in the past five 
years. 
There are important reasons for considering both 
individual preferences and enterprise strategies in 
relation  to  training.  These  are  not  independent 
from  each  other:  individual  choice  of training 
takes into account existing training offers and the 
subsequent  perspectives  on  the  labour  market. 
Enterprises take account of the available human 
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resources in the internal and external labour mar-
ket when deciding on training. 
A  number  of questions  remain  concerning  the 
design of enterprise surveys  and  the  elaboration 
of merged datasets for employers and employees, 
and  in  particular  concerning  international  com-
parative surveys. 
Experience  with  existing  national  surveys  indi-
cates several issues, which should be considered 
in such surveys: 
•  the survey should preferably be designed as a 
panel which offers significant advantages in rela-
tion to  the  techniques  of data collection, survey 
and processing; 
•  an  enquiry  of  a  representative  group  of 
employees within enterprises would be indispen-
sable  for  construction  of  merged  employer-
employee datasets and for comparison of different 
estimates and preferences on both sides; 
•  the greatest potential for analysing enterprise 
surveys  - in particular longitudinal  studies  - is 
offered  by  econometric  methods.  Therefore,  a 
number of additional items should be included in 
the survey in order to  gain insight into the most 
important influences on enterprise training activi-
ties and, using merged datasets, consideration of 
factors induced by the demand and supply side; 
•  international  comparisons  - based  on  joint 
activity in several countries - are useful to qualify 
national  observations  concerning,  for  example, 
the commitment of enterprises to training, actual 
and  future  skill  requirements,  recruitment  and 
deployment policies, etc. First steps in this direc-
tion  have  been undertaken by the  CVTS, and  a 
further  potential  lies  in  Eurostat's  enterprise 
demographies.4 
4  These are  mainly based upon business registers and give 
no indication on skills and training issues. 
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Part four 
Employtnent, economic per-
formance and skill mismatch 
Part four of  the report discusses a range of  issues 
in the context of  skills/competences and their rela-
tionship  with  employment  and  labour  markets. 
Starting  from  a  brief presentation  of  recent 
employment trends,  and a discussion of the  eco-
nomic and social benefits of  education and train-
ing, the question is raised of  whether conventional 
definitions  of formal  skills  should  be  comple-
mented or even replaced by the notion of  compe-
tences which are in  reality  'traded' in the labour 
market. This also touches upon the various aspects 
of  skill mismatch - unemployment, overqualifica-
tion and skill shortages-which are discussed both 
from a theoretical and empirical point of  view. The 
last chapter deals with the advantages and prob-
lems  associated with  skill forecasts  at national, 
regional and enterprise level and presents several 
related activities in European countries. 
1..  Employment in Europe 
Recent  data  indicate  an  improvement  in  the 
employment  situation  in  Europe  and  decreasing 
unemployment figures.  Employment change dis-
plays an ongoing shift towards service sectors and 
higher  skilled  jobs.  However,  the  differences 
between EU countries remain enormous. Equally, 
employment and unemployment figures vary sig-
nificantly between men and women and between 
younger and older workers. 
Although the overall trend of unemployment has 
reverted to a downward direction, unemployment, 
and  in  particular  long-term  unemployment, 
remains  at  a high level. In  addition, a consider-
able number of people have been sorted out dur-
ing  the  previous decade of high unemployment: 
'hidden unemployment' in the EU is presumed to 
account  for  almost  40%  of all  people  who  are 
unemployed or,  under certain  conditions,  would 
actually like to work. 
Furthermore, youth unemployment, although also 
slightly  decreasing  in  the  past  few  years,  still 
almost doubles total unemployment. The difficult 
transition from education and training to work is 
also  illustrated  by  the  fact  that  almost  50%  of 
young unemployed people are looking for a first 
job- with considerable variation, however, from 
country to country. -----------------------------------------------------------------------------~-----------Executive Summary 
2.  Education, training and economic 
performance 
The  contribution  of  education,  tratntng  and 
'human capital' to growth, competitiveness and 
employment is one of the most disputed topics 
in  research  and policy.  Furthermore, a number 
of additional benefits or 'externalities' - most of 
them  intangible  ones  - are  associated  with 
skills, such as  effects on health, crime and the 
avoidance  of unemployment  and  social  exclu-
sion. 
Research, in particular on economic growth, for a 
long  time  neglected  the  endogenous  factors  of 
influence on growth and prosperity, i.e. technical 
progress and human capital, but concentrated on 
investments in physical capital and on 'labour' in 
general. A new  insight  was  brought forward  by 
endogenous growth theories and empirical appli-
cations  based  on  these.  These  theories  regard 
research  and  development,  technical  progress, 
human  capital  and  knowledge  as  endogenous 
drivers of economic growth and of at least equal 
importance as physical capital. 
A number of studies more or less confirmed the 
significant  positive  influence  of  research  and 
development,  human  capital  and  knowledge  on 
growth.  However,  several  other  studies  are  less 
optimistic. Moreover, critics argue that these new 
approaches  have not produced a substantial new 
insight  into  the  mechanics  of dynamic  growth. 
Much  more  research  is  needed  on  these  issues, 
including  also  an  improved  and  more  coherent 
database for international comparisons. 
When considering the external effects of educa-
tion,  training  and  skills,  a  number  of research 
studies display a positive correlation (not neces-
sarily causality) between human capital and, for 
example, health, reduction of criminal behaviour 
etc. 
However,  these  aspects  are  not  yet  inte-
grated  in  an  overall  measure  of  growth, 
prosperity and quality of life. A similar situ-
ation applies to the effect of skills on unem-
ployment, although there is strong evidence 
that  higher  skills  significantly  reduce  the 
potential  for  an  individual  to  spend  a 
considerable part of his or her working life 
within unemployment. This also has impact 
on reducing public spending on unemploy-
ment  and  thus  indirectly  influences  eco-
nomic growth. 
3.  Dynamics of labour market and 
competences 
Studies  on  the  relationship  between 
education/training  and  employment mostly  refer 
to  formal  qualifications  and  thus  imply  a func-
tional relationship between both systems. 
In  order to  understand better what is  'traded' in 
the labour market, and what are the implications 
for skill-related imbalances, the concept has to be 
enlarged in two ways:  the consideration of differ-
ent time-scales in which  education, training  and 
production  operate;  and  the  notion  of 'compe-
tences' as a vector of different - formal and non-
formal - human productive capacities. 
There  are  considerable  time  lags  between  the 
identification  of new  skill  requirements  and  the 
period  until  training  reforms  will  be  established 
and  the  graduates  with  update  skills  enter  and 
pass through the labour market. Since enterprises 
are  interested  in  a  short-term  coverage  of new 
skill  demands,  the  diachrony  of  time  scales 
between  skill  generation  and  productive  utilisa-
tion  may  lead to  'cobweb cycles' and  thus  may 
become counterproductive. 
This  touches  upon  the  question  on  how  skill 
requirements  can  be  anticipated  early.  Whereas 
the  supply  and  demand for formal qualifications 
(e.g.  replacement  and  recruitment  demand,  new 
supply of education/training leavers) can be antic-
ipated and balanced in the short and medium term 
with certain assumptions, competences and com-
petence  needs  become  unforeseeable  beyond  a 
certain horizon. 
This  assertion goes beyond the  classic problems 
of  imperfect  information  on  competences 
required for a job and on the future performance 
of  an  individual  in  that  job.  The  'productive 
value' of an individual with a given set of charac-
teristics will depend on  that individual's interac-
tion  with  the  working  environment  and  on  the 
valuation of his or her competences at work. Indi-
viduals, in the course of their working lives, draw 
on their experiences in and outside the workplace 
to adjust and supplement their repertoire of com-
petences. 
For these reasons, research - including empirical 
research - should focus  much more  than  before 
on  competences.  Research  questions  which  still 
have  to  be  tackled are  the  short- and  long-term 
perspectives and coordination requirements in the 
systems of skill generation and utilisation. 
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The provision of appropriate information on pos-
sible  future  developments,  and  on  'mismatches' 
beyond formal  categories  of manpower  demand 
and  supply,  is  a pressing  task for  research. The 
same is true of the analysis of the manifold inter-
actions  between  supply  and  demand  of compe-
tences,  the  impact  of  education  and  training 
expansion  on  labour  markets  and  competence 
utilisation,  and  the  role  institutions  and  other 
agents play in this process. 
Overproducing  and/or  underutilising  compe-
tences may seem a waste of  resources. Avoiding 
wastage of  human resources is one of  the central 
problems of modem economies. It is a political 
problem in the true sense of the term, because 
imperfect information and the  incompatibility 
between the time-scales that govern the gesta-
tion of  competences and their productive utilisa-
tion, make it impossible to find a solution based 
on reliable economic or social calculations only. 
Competences  are  generated  in  cooperation  and 
interaction between the educational and the produc-
tive spheres. Each of  the two systems establishes its 
own strategy in response to the action of  the other. 
The transition from school to work is a very spe-
cial moment in the 'confrontation' of the two sys-
tems.  It is  the  moment  when  the  differences 
between  the  interests  of the  two  systems  come 
into play. At that precise moment, the production 
system has  a customer/supplier relationship with 
the education system, and its normal behaviour as 
a customer is to try to obtain the best products at 
the  lowest prices.  Skill is  regarded by  the  com-
pany as an intermediate good which must yield a 
return on the company's investment. 
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The aim of  the education and training system, 
on  the  other hand,  is  to  allow  everyone  to 
develop his or her potential as far as possible 
and  to  become  and  remain  employable. 
Though operating in  a context of imperfect 
information, it is required to adopt a long-term 
perspective:  the  lifetime of individuals. The 
knowledge imparted by education and training 
and by non-formal learning will be used- in 
whole or in part - in a future  society about 
which there is little reliable information. 
One aim, therefore, should be to develop at 
least  those  framework  competences  that 
seem likely to prove durable and to  provide 
the best basis for subsequent further training. 
4..  Skill mismatch in the labour market 
Skill mismatch in the labour market is  discussed 
in this chapter under three angles: the persistence 
of  unemployment,  overqualification  and  short-
ages of skills. These phenomena are coincident in 
most EU countries. 
(a)  Concerning  unemployment, long  time  series 
over the past 35 years reveal that in OECD countries 
the level of unemployment tended to remain at an 
ever higher level after each economic recession. 
Research has explained this phenomenon of 'hys-
teresis'  or  persistence  of  unemployment  by  a 
decreasing probability of individuals finding a job 
with  increasing  unemployment  duration  ('state 
dependence'). The long-term unemployed increas-
ingly become unemployable because of a loss or 
obsolescence of  skills and work attitudes, or because 
of a loss of 'reputation' in the eyes of  employers. 
A rival view suggests that it is less unemployment 
itself  and  the  associated  loss  of employability 
which  explains  structural  and  long-term  unem-
ployment.  Instead,  individual  'heterogeneity'  in 
terms of skills, gender and other characteristics -
which  existed  already  before  entry  into  unem-
ployment  - as  well  as  selection  processes  by 
employers,  are  responsible  for  the  high  unem-
ployment level in Europe. 
Reasons  given are  skill-biased technical change, 
which favours the higher skilled, deindustrialisa-
tion  with  ongoing  shifts  towards  higher  skilled 
sectors  (particularly  services)  and  occupations, 
and competition from low-wage countries which 
all primarily affect the lower skilled workers. 
Empirical  evidence  seems  to  prove  the  hetero-
geneity thesis, although the  situation is  different 
from country to country. Depending on which of 
the two explanations is more valid for a particular 
country,  political  measures  should  be  different. 
Reactivation of the long-term unemployed, com-
bined with the provision of temporary work expe-
rience, with  training  to  compensate for  the  ero-
sion of skills, with psychological support, lower-
ing  wage  costs  and  information  campaigns  for 
employers,  are  some  of  the  measures  which 
should be  appropriate if state dependence is  the 
dominant reason for persistent unemployment. 
If  the heterogeneity argument applies, in particu-
lar for the low skilled, the main responsibility lies 
on education and training policies to upgrade the 
level  of skills, to  impart transferable  as  well  as 
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and to promote a continuous adaptation to labour 
market needs in a framework of lifelong learning. 
These skills are seen as facilitating the entry into 
working life as  well as ensuring employability in 
the longer run. 
However, in reality both reasons for persist-
ent  unemployment  - state  dependence  and 
heterogeneity - will  coincide. This  calls  for 
research  and  coordinated policies  which  do 
not concentrate on one of these aspects  but 
try to integrate both, also taking into account 
the political, economic and social contexts of 
particular countries. 
(b)  The second type of skill mismatch refers to 
overqualification, i.e. the deployment of a worker 
below his or her level of qualification. Overquali-
fication  is  seen  as  of increasing  importance  for 
European  labour  markets  as  numerous  studies 
reveal.  Overqualification  seems  to  affect  lower 
and intermediate skills, and in particular women, 
more than people with higher skills or men. 
A number of theories explain, at least partly, the 
phenomenon  of  overqualification.  Empirical 
measurement by 'objective', 'subjective' or 'indi-
rect' approaches equally have their pros and cons. 
Results  of  empirical  studies  based  on  these 
approaches make it difficult to gain a clear picture 
for different countries and periods. There are sub-
stantial  differences  from  country  to  country, 
between younger and older workers depending on 
their  particular  status  (adequately  employed, 
unemployed,  at  the  beginning  of  their  work 
career) and between men and women. Moreover, 
the attitudes of employers and workers, as well as 
institutional  arrangements  and  regulations  (e.g. 
concerning  unemployment  benefits)  affect  the 
problem of overqualification considerably. 
In addition, a clear picture of overqualification is 
hampered  by  varying  results  between  different 
studies  and  approaches,  even  for  one  particular 
country.  Substantial  progress  is  being  made  by 
using  longitudinal  data  and  an  enlarged  set  of 
indicators for overqualification. 
A number of policy measures could remedy 
or prevent  an  increase  of overqualification. 
These are appropriate training systems which 
impart broader as well as  'marketable' skills. 
Educational and vocational guidance is asked 
to improve information on actual and future 
skill needs, and thus of the awareness of the 
long-term risks and chances associated with a 
particular choice - or political promotion - of 
an education and training programme. Other 
measures discussed are, for example, the pro-
motion of regional mobility, the redefinition 
of unemployment benefits, wage differentia-
tion and an increased involvement of people 
in  financing  their  own  training  and  higher 
education. 
Research should make much more use of longitu-
dinal  data  which  take  into  account  the  gradual 
process of skill utilisation (or non-utilisation) in a 
work  career  perspective.  More  attention  should 
also  be  given  to  the  non-formal  components  of 
skills:  formal  qualifications  alone  seem less  and 
less sufficient to explain the complex processes of 
recruitment, skill utilisation, mobility, career and 
promotion of workers. 
(c)  The  third  type  of labour market  mismatch 
discussed in  this report involves skills shortages. 
These  are  increasingly  seen  as  inhibitors  to  the 
development  of a  knowledge- and  information-
based society. 
Most  skill  shortages  reported  for  EU  countries 
concern lack of numbers of workers with ICT and 
engineering skills, but also of economists, teach-
ers, and in the healthcare sector. Moreover, firms 
complain about lack of core skills among workers 
- literacy,  numeracy,  communicative  and  basic 
ICT skills. A prospective study at European level, 
based  on  interviews  with  information  system 
managers and intermediaries as well as on educa-
tion  and  training  statistics  anticipates  a shortage 
of more than  1  ,7  million information technology 
workers by the year 2003. 
Against  this  background,  current  policy  at 
national and European level focuses  on  the pro-
motion  of e-learning  and  supportive  infrastruc-
tures, on imparting basic skills and on the devel-
opment of ICT-related pedagogical knowledge of 
teachers and trainers. 
Sceptical remarks on the evidence of skills short-
ages  concern  not  only  the  occasional  lack  of 
transparency in survey methodology, but also the 
fact that shortages of skilled personnel in a firm 
are  only  one,  and  often  not  the  most  important 
one, of several other obstacles to  innovation and 
production growth. Another serious counter-argu-
ment is that shortages may be of short or medium 
term  duration  and  may  be  reversed  after  some 
years. Given the long time lag between the gener-
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ation and productive use of skills, this may result 
in  'cobweb  cycles'  which  induce  serious  prob-
lems in the longer run. 
Thus, for  example, present shortages in  the  ICT 
sector in  some  countries  may  also  be  the  long-
term consequence of cut-backs of public funding 
for computer and engineering courses, as  well as 
of high unemployment among computer special-
ists and engineers in the past which also affected 
the  choice  of study  at  that  time  and  led  to  a 
decrease of graduates some years later. 
This calls for careful consideration of cycli-
cal fluctuations - in particular in educational 
and  training  policy  measures  - and  their 
long-term  effects  on  individual  choice  of 
education and training and on the new supply 
of skills. 
5.  Future skill requirements 
Although  man  is  not  given  to  know  the  future, 
efforts should be made to  elucidate future possi-
bilities  and dangers, and  thus  political measures 
necessary to prevent future imbalances associated 
with  economic  change  and  the  supply  and 
demand of skills. 
Forecasts aim to make decision-makers at all levels 
aware of the consequences of actions taken or not 
taken. They may give an indication of long-term 
developments, e.g. demographic change, and their 
implications for  education, training and  employ-
ment.  The  more  rapid  the  change, however, the 
more difficult and insecure forecasting will be. 
Therefore forecasts also have assessment and 
warning functions in that they indicate need 
for action or warn against undesired develop-
ments. Forecasts never can anticipate future 
realities. But they can serve as a didactic tool 
in improving understanding and awareness of 
the actors concerned in relation to future pos-
sibilities and the ways of influencing them in 
time. 
This is the essence of a broad (and never-ending) 
discussion on  skill  and  employment forecasting, 
its pros and cons and its possible use for decisions 
of individuals, enterprises and the State. 
There are manifold approaches to  skill forecast-
ing. They range from  'hard' quantitative projec-
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tions  of  supply  and  demand,  partly  based  on 
econometric  and  on flow  and  transition  models, 
to more qualitative approaches such as  scenarios, 
Delphi  enquiries,  monitoring,  benchmarking, 
expert panels and 'holistic' approaches. 
Quantitative skill forecasts are carried out in sev-
eral  EU  countries  such  as  in  Germany,  Ireland, 
the  Netherlands  and  the  UK,  and  partly  also  in 
Finland  and  Sweden.  Several  CEEC  countries, 
which have a certain background in economic and 
manpower  planning,  are  reorienting  themselves 
towards  approaches  used  in  western  countries. 
However,  not  all  European  countries  are  con-
vinced of the relevance and use of such forecasts. 
They prefer, partly also due to a lack of statistical 
infrastructure,  more  qualitative  or  monitoring 
approaches  involving  networks  and  actors  at 
regional or local level. These issues are discussed 
in more detail in the report. 
Moreover, the  scope of forecasting is  being 
extended. This is done, for example, by the 
introduction  of generic  skills  and  compe-
tences  in  addition  to  formal  qualifications 
(which prevail so far in forecast models), by 
the  consideration of the company level  and 
increasingly of regional and local levels. 
Equally, future  developments and respective 
strategies  are  being  elaborated  at  European 
level. However, due to restricted data and to 
the  diversity  of European  economies  and 
skill patterns, these forecasts are mostly pre-
pared in the form of scenarios, benchmarking 
exercises  and  prospective  analyses,  partly 
including the development of relevant indica-
tors  such  as  demography, economic  growth 
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Part. five 
Individual performance, 
transition to \Vorking life 
and social exclusion 
The  various  issues  examined in  Part five  of the 
report  have  more  of a focus  on  the  individual 
level.  Starting  with  a  review of research  on  the 
determinants of  participation in  training and on 
the impact of  training on individual performance, 
in  terms of  pay,  unemployment, productivity and 
mobility,  it continues with  a review of the  latest 
research on transitions from the education system 
to  working  life,  an  issue  which  continues  to 
attract  the  attention  of researchers  and policy-
makers.  Chapter  3  looks  at the factors  causing 
exclusion from the  labour market and from train-
ing measures and at the situation of  workers with 
a low level of  qualifications. 
1.  Training and individual performance 
It  is  a  widespread  belief  that  education  and 
training have significant positive effects on indi-
vidual  performance  and,  in  general,  are  able  to 
explain  a major part  of the  variation  in  wages, 
unemployment  and  other  variables.  However, 
there  are  considerable  differences  in  research 
findings  on  the incidence and impact of training 
depending on the national education and training 
system, and on the nature and quality of data and 
research methods. 
At an  aggregate level, the positive relationship 
between  education,  training  and  individual 
performance has  been confirmed by  numerous 
research studies. Those who are better educated 
and trained are, on average, more frequently in 
gainful  employment,  have  higher  earnings, 
participate  more  often  in  continuing  training, 
are less often unemployed, are more often self-
employed, have a higher regional mobility, and 
work  with  newer  and  more  high  tech  equip-
ment. 
Although these findings indicate clearly the bene-
fits  of training for the  individual, they are not a 
guideline per se for policy. There is evidence that 
self-selection, i.e. the impossibility of comparing 
training outcomes of an individual with the same 
individual  without  training  (or  with  a  perfectly 
comparable  control  group)  may  bias  the  results 
seriously. 
In addition, non-negligible elements of difference 
in  training  outcome  - such  as  earnings,  unem-
ployment or work careers - cannot be  attributed 
to  education  and  training  alone.  Innate  abilities, 
heterogeneity of abilities and preferences, family 
background, political events, luck and economic 
and  technological  development  are  all  factors 
which  are  relevant  and  bias  the  results,  if not 
included in the analysis. 
By  and  large,  empirical  evidence  suggests  that 
structured training systems  with high investment 
in initial training tend to lower individual returns 
to  continuing training. This seems to be the case 
in countries  such as  Germany  and  France. Con-
versely, in less structured initial training systems 
(such  as  the  UK  and  the  US)  individuals  yield 
higher returns to continuing training. 
Some findings  challenge the role of government 
in training. Obviously formal education and train-
ing cannot protect against all the storms of life for 
all people, but they may be very strong weapons 
when  used  at  the  right time, to  the  right extent 
and  with the  right content. At other times  in  an 
individual's working life, other strategies such as 
non-formal  learning,  regional,  firm  or  occupa-
tional mobility might be more helpful. 
For  supportive  VET  policies,  an  adequate, 
systematic  and  regular  research  design  ex 
ante  is  necessary  to  better  understand  the 
manifold relationships  between VET  activi-
ties  and  their  results.  Tight  public  budgets 
will  cause  the  search  for  evidence  of the 
impact  and  efficiency  of  training  pro-
grammes  to  grow  in  the  future.  A tailored 
research design, preferably based on longitu-
dinal data, that takes into account the diver-
sity of situations, heterogeneity of individu-
als, differences in training  systems, govern-
ments, markets, etc., is, however, expensive 
and takes time. 
Comparative VET research based on microdata is, 
or  can  decisively  be,  improved  by  regular 
Europe-wide  data  sets,  such  as  the  European 
labour  force  survey,  the  European  Community 
Household  Panel,  the  Continuing  Vocational 
Training Survey or the International Adult Liter-
acy  Survey.  Despite  some  remaining  methodo-
logical  problems,  international  surveys  should 
define the most relevant human capital and train-
ing variables in a more comparable way. Further-
more, access to these datasets for research should 
be considerably improved. 
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2..  Transition from the education system 
to working life 
The stage of transition from education and train-
ing (ET) to  working life has attracted the atten-
tion  of researchers  and  policy-makers  for  well 
over  1-2  decades.  The  dynamics  that  underpin 
this stage need to be understood if policies are to 
be better targeted. 
In comparison with adults, young people are at a 
relative  disadvantage  in  the  labour  market  in 
terms of both the volume and quality of employ-
ment,  despite  a  number  of parameters  that  are 
favourable in the short term: gradual reduction of 
the  size  of the youth cohorts  in most European 
countries,  general  increase  in  their  standard  of 
education,  longer  schooling,  larger  relative 
growth of sectors most likely to recruit a young 
labour force and introduction of active measures 
to  help  young  people to  gain a  foothold  in the 
labour market. 
Unemployment is  having more of an  impact on 
young people, especially the less qualified, than 
on adults. Young people are occupying more pre-
carious  jobs  and  are  experiencing  increasingly 
long periods of transition between leaving the ET 
system and finding stable employment. 
From an individual point of view (schoolleavers'), 
transition can be considered as a period of  changing 
status, during which young people move away from 
full-time initial ET towards a stable position in (or 
possibly a withdrawal from) the labour market. 
Comparative  research  is  a  very  valuable  tool  in 
studying the determinants of  this transition. It makes 
it possible to measure the differences and similari-
ties between ET in different countries, to compare 
the processes of labour market integration and to 
identify the determining factors of  these processes. 
The nature of ET - level of standardisation and 
differentiation - and the labour market - predomi-
nance  of internal  markets, extent of the  system 
regulating access to jobs, e.g. occupational mar-
kets - varies in Europe, as do the links that unite 
them (ranging from no links to a network of very 
close links). In addition, specific national institu-
tional  features  obviously  have  a  significant 
impact  on  the  way  in  which  socio-economic 
inequalities  are  reflected  in  school  success,  in 
labour market integration and in individual paths. 
The way in which the employment market is struc-
tured is not directly linked with ET systems, but may 
well have an impact on young people's transition 
from the education system to stable employment. 
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When ET systems have a relatively general ori-
entation  and  internal  markets  dominate  the 
labour market, labour market entrants acquire 
their  competences  largely  on the job. Most 
young people enter the labour market at low 
occupational grades and are at a disadvantage 
when  competing  with  workers  already 
employed by the company for better posts (in 
terms of career and job security). In occupa-
tional labour markets, however, entrants have a 
good chance of finding a job that is in keeping 
with their particular occupational qualification. 
The entry of young people into working life dif-
fers greatly across Europe. In terms of the risk of 
unemployment,  the  European  countries  can  be 
divided into three groups: 
(a)  Austria, Germany, the Netherlands and Den-
mark where the unemployment rate among young 
people is  relatively low at the end of their first 
year in the labour market (between 8 and 14%); 
(b)  the United Kingdom, Ireland, Belgium and 
France  where  unemployment  rates  at  the  entry 
stage  can  be  considered  average  (from  18  to 
36%); 
(c)  the  Mediterranean  countries  (Portugal, 
Spain, Greece, Italy) where these rates are highest 
during the first year in the labour market (from 21 
to 49%). 
Differences quickly  become less  marked during 
the first ten years in the labour market. After ten 
years, the differences between countries are much 
smaller. 
To  study  the  transition  of  a  'youth'  category 
solely on the basis of age is to postulate that the 
behaviour of people of similar ages is very homo-
geneous in terms of levels of education and age of 
entry into working life. Nevertheless, young peo-
ple in a particular age group may be in very dif-
ferent  situations  (such  as  further  education, 
repeated years, military service, inactivity, work-
ing life - employment and unemployment). It is 
therefore best to base any analysis of transition on 
the length of time that young people have been in 
the  labour market, i.e.  the  length of time  since 
they left the ET system. 
For instance, young entrants are more likely to be 
offered a fixed-term contract. However, we may 
ask  whether  the  greater  precariousness  of jobs 
occupied by young people, in terms of status, is 
due to a lack of experience or a lack of length of 
service in enterprise. ------------------------------·-------------------------------------------------------------------------------------------------- Executive Summary 
If  the latter were the case, freshly recruited expe-
rienced workers would also be more likely to  be 
offered  fixed-term  contracts. Recent recruitment 
shows that the advantage that 'seniors' possess in 
terms  of employment  status  is  relatively  small 
(except in Sweden). It is  new recruits in general 
who  bear  the  burden  of flexibility  - not  just 
young people. 
However,  cross-section  data  analysis  does  not 
allow  a detailed look into the  transition process 
which  precedes  the  acquisition  of a  stable  job. 
Only  longitudinal  studies  enable  this  kind  of 
analysis;  but  there  is  no  longitudinal  study  at 
European  level  from  which  comparable data on 
transitions can be obtained. 
The  TSER  CATEWE  project  (Comparative 
analysis of transitions from education to  work in 
Europe)  combines  cross-section  data  analyses 
from  labour force  surveys  with  temporal  series 
(flows) obtained from the transition surveys con-
ducted in some countries (France, Ireland, Scot-
land, the Netherlands). At the time of drafting of 
this report only partial results of this project were 
available,  which  show  that,  combined  with  the 
cross-section  data,  the  longitudinal  data  (even 
though from only some countries) provide a very 
comprehensive analysis of transitions between the 
education system and working life in Europe. 
The  research  concludes  that  at  present the  best 
European ET models feature a high level of inte-
gration  and  coordination  between the  State, ET 
providers and employers. It therefore seems cru-
cial to construct strong links between the ET sys-
tem and the main economic players, especially at 
sectoral, regional and local level. 
The experience gained from research on transition 
is  much  more  extensive  than  in  other fields  of 
education  and  training  research;  however,  few 
comparable data are currently available. They are 
limited  to  data  from  the  labour  force  survey 
(which does not deal specifically with this issue5) 
and to comparative longitudinal databases, partly 
funded by the European Commission, which were 
set up thanks to  cooperation between researchers 
in a few countries. 
The  lack of information concerning demand for 
training is one of the main features of research on 
transition;  current research therefore tends  to  be 
5  Although, in  2000, an  ad hoc  module  on  transition  has 
been  included  in  the  Community Labour Force  Survey. 
Preliminary results should be available during the second 
half of 2001 . 
biased towards the individual level and the supply 
side. It is clear that more studies need to be con-
ducted within companies. 
Facilitating the transition between the educa-
tion system and working life is a major politi-
cal priority. However, there is at present no 
solid basis of  empirical research that the Mem-
ber States and the EU could draw on to help 
them to decide which measures to introduce, 
due to the inadequacy of  available data and the 
lack of  comparative analyses. These gaps need 
to be filled by setting up appropriate databases 
and by developing comparative research which 
focuses on the impact of  the measures adopted. 
3..  Social exclusion and reintegration via 
training 
The  structural  changes  that  have  reshaped  the 
economies of the industrialised countries over the 
last 20 to 30 years have also led to major changes 
in the  structure of the  labour market and  social 
classes.  Social  exclusion  in  one  form  or  other 
now threatens many more people. 
Social exclusion involves the creation of dividing 
lines between certain groups and the rest of  the pop-
ulation. Sex, age, health, standard of education or 
nationality are key factors in explaining non-partic-
ipation in the labour market and training schemes. 
A study of  the relationship between unemployment 
and social exclusion shows that there are important 
variations in the ways in which the European social 
welfare systems provide a certain standard of liv-
ing for the unemployed: on the one hand, the coun-
tries of northern Europe where a large proportion 
of unemployed people are  provided with a rela-
tively good  standard of living and, on the  other 
hand,  some  southern  European  countries  where 
jobseekers receive minimal financial assistance. 
If social  exclusion  is  defined  as  a  situation  in 
which poverty goes together with social isolation 
and the non-achievement of life projects, unem-
ployment clearly constitutes a major risk factor. 
In the southern countries, where poverty is  more 
prevalent  than  in  the  northern  countries,  unem-
ployed people are protected from social exclusion 
by solid ties with family and friends. The risk of 
isolation is much greater in countries such as  the 
United Kingdom, France and Germany where the 
benefit system is fairly extensive (although levels 
may in some cases be low or irregular) but social 
ties are not as  strong. 
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Nevertheless, it is worth keeping in mind that 
unemployment and labour market exclusion 
is linked more to the general shortage of jobs 
and the  recruitment  practices  of employers 
than to  individual  attitudes, failures  or fea-
tures.  Improving  the  human  capital  of the 
excluded through the provision of education 
and  training  is  therefore  not enough;  some 
structural and institutional barriers have to be 
lifted if the divide separating those who are 
well  integrated  in  the  labour  market  from 
those who are not is to be removed. 
In some cases, however, unemployment is  deter-
mined by individual choices: 
•  the  individual  may  consider  unemployment 
advantageous from an economic point of view; in 
this  case  'the  unemployment  trap'  may  be  the 
result of a financial calculation; 
•  the  impact  of  the  'training  trap'  is  more 
marked as jobseekers who embark on training do 
not just have to  make  a  financial outlay  (trans-
port,  child-minding,  course  materials,  etc.)  but 
also  have to  put off looking for  a job. Training 
then  takes  the  form  of a  'risk'  activity  whose 
(immediate) result is far from certain. 
It  cannot be concluded from empirical findings that 
unemployed people are less committed to work than 
the  employed. An unemployment benefit system, 
moreover, does not weaken people's desire to work6 
(with the possible exception of women in countries 
where gender differences are culturally more tradi-
tional). 
In  most  European  countries,  publicly  financed 
training is available only for unemployed people 
receiving  benefits  (who  may  also  have  to  have 
been unemployed for  a  minimum,  and  in  some 
cases continuous, period). This causes the institu-
tional exclusion of all groups of unemployed peo-
ple who do not belong to this category, and par-
ticularly the unemployed who have not registered 
with social welfare or labour offices. 
Tighter public budgets mean that the empha-
sis  is  being  placed  on  the  economic  effi-
ciency  of  training  programmes,  judged 
against  the  results  of the  programme  (per-
centage of participants who find  a job after 
6  This concept has, however, many facets; while some peo-
ple may say that they are  'motivated to  work', they may 
lay down certain conditions or be unavailable. 
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completing the course). The more the stress 
is placed on efficiency, the more programmes 
are targeted on those individuals most likely 
to achieve the set objectives ('creaming off') 
and  therefore  the  more  selective  they  are 
(economic exclusion). 
When  service  providers  are  freer  to  decide  on 
their selection criteria, they tend to give priority 
to the criterion of motivation (a person's desire to 
improve their situation). This may lead to a kind 
of psychological exclusion since the unemployed 
person's motivation and needs shape their desire 
to participate in, their access to, but also their suc-
cess in, training. 
Training  which does  not aim to  reduce the  gap 
between  the  'culture' of the  individual  and  the 
predominant  'culture' of the labour market may 
bring about the exclusion of those people whose 
culture least matches the predominant culture of 
the labour market (cultural exclusion). 
Active measures are increasingly in vogue. Social 
'activation' and related measures aim at the rapid 
social reintegration of people excluded from the 
labour market and dependent on social assistance. 
Under most programmes, this reintegration takes 
place via the labour market. The  1990s saw  the 
introduction of what can be  termed  'workfare '7 
where unemployed people receive financial assis-
tance only if they are prepared to accept employ-
ment.  Should they  refuse to  accept employment 
they  may  suffer sanctions that may  go as  far as 
total withdrawal of unemployment benefit (politi-
cal exclusion). 
An evaluation of the results of workfare needs to 
be based on a range of criteria and not just on the 
jobs obtained. Account needs to  be taken of the 
characteristics of these jobs and of the future  of 
people not taking part in the measure. 
Training seems to be an effective active measure 
against unemployment. This measure has a posi-
tive  impact  for  the  most  disadvantaged,  as  an 
increase in the number of people participating in 
training leads to more flexible selection criteria. 
Certain  European  countries  are  moving  in  the 
direction of what can be termed 'learnfare '8:  the 
beneficiary  must  attend  training  to  continue  to 
7  This term is a combination of 'work' and 'welfare'. 
8  Applied to learning, this formula refers to the introduction 
of an obligatory system of education and training. ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ _______________________  Executive Summary 
receive benefits. In this case, unemployed people 
have to be informed how the  measure enhances 
their  employability  (in  order  to  improve  their 
motivation and justify the  compulsory nature of 
the measure). 
Approaches which neglect the economic con-
text are based on models of 'individual defi-
ciency' and on the assumption that people are 
unemployed  because  they  lack  'qualities' . 
Responsibility for  success  or failure  is  thus 
transferred  to  the  individual.  According  to 
this  point  of view,  the  role  of the  public 
authorities  is  to  provide training  opportuni-
ties; people who, despite these opportunities, 
continue to be unemployed are  suspected of 
being either unwilling to  work or incapable 
of working. 
In a context of high unemployment and inflation 
of  qualifications,  a  low  level  of  education  is 
increasingly synonymous with a precarious situa-
tion  in  the  labour  market.  The  socio-economic 
context and the education and training system in 
each  country  help  to  define  the  'risk  group'. 
There  is  nevertheless  an  emerging  consensus  in 
Europe that the upper secondary level (ISCED 3) 
has become the minimum needed for a good start 
in working life 
Several hypotheses may explain the deteriorating 
working conditions of the  least qualified, whose 
numbers are now falling: 
•  the redistribution of employment between the 
sectors:  low-skilled jobs are concentrated in sec-
tors that are in decline; 
•  the bias that the new technologies have intro-
duced towards more highly skilled people (skill-
biased technology)  which  is  leading to  polarisa-
tion or mismatch on the labour market (overqual-
ification, underqualification). 
•  labour market substitution: in a context where 
there  are  too  many  diploma  holders,  posts  that 
would normally be occupied by workers with low 
level of qualification are being occupied by peo-
ple  with  better qualifications.  The  result  is  that 
these  less  qualified  people  are  being  expelled 
from the labour market; 
•  labour  market  segmentation:  the  distinction 
between a hard core (core workers) and a flexible 
core (non-core workers, in the sense of marginal 
workers) of workers is central to theories of seg-
mentation. The former group is  closely linked to 
the  workplace  through  stable  and  advantageous 
contracts.  The  latter  group  is  recruited  under 
fixed-term or temporary contracts, and is  mainly 
employed in posts necessitating fewer qualifica-
tions. 
In general, and in order to prevent less quali-
fied workers from being excluded from train-
ing, VET and employment policies  have to 
concentrate on strategies and  tools  that can 
help  them  to  access  learning  opportunities: 
targeted policies, social partner participation, 
guidance  and  counselling,  recognition  and 
use of non-formal learning, etc. 
Improving the situation and employment prospects 
of less qualified workers is a necessity if European 
countries are to remain competitive and if the mar-
ginalisation and exclusion of a significant propor-
tion of the labour force is to be prevented. 
Comparative research has also  started to look at 
those training processes likely to be the most effec-
tive. The TSER programme has funded a project 
studying the effectiveness of training available for 
the long-term unemployed in seven countries: Bel-
gium, Denmark, Greece, Ireland, the Netherlands, 
the United Kingdom and Norway. 
One of the findings of this study was that creaming 
off is prevalent and that it is having a positive impact 
on  the  effectiveness  of  training  schemes,  thus 
favouring  the  highest  achievers  and  abandoning 
those who really suffer exclusion. Excessive cream-
ing off reinforces the exclusion of the most disad-
vantaged groups and entails a high social cost. 
In future the factors that determine the effective-
ness of training measures should be explored fur-
ther. More differentiated models need to be devel-
oped to pinpoint the impact of  the various schemes. 
The current ageing of the labour force is likely to 
generate a higher labour demand; in order to meet 
this demand for labour, it will therefore be increas-
ingly important to reintegrate the unemployed and 
non-workers-preferably after appropriate training 
- and to identify the competences of all workers. If 
this demand is not met, the mismatch between sup-
ply and demand may lead to economic recession. 
Offering unemployed people training which does 
not lead to real qualifications - but which instead 
is limited to immediate employability - may well 
undermine integration prospects  when economic 
growth picks up and the demand for competences 
changes.  Training  efforts  therefore  need  to  be 
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'sustainable', i.e.  valid  over  the  long  term  and 
under changing working conditions. 
Financial assistance offered by public authorities 
should, on the one hand, help the unemployed to 
avoid poverty and, on the other hand, free  them 
from  the  daily  problems  of social  and  material 
'survival' so that they can actively look for a stable 
job that is in keeping with their competences and 
aspirations.  Encouraging  unemployed  people  to 
accept any kind of job worsens their chances of 
integration (under-skilled and unstable jobs, risk of 
a return to unemployment). 
Back-up  measures  should  be  put  in  place  to 
ensure the continuing participation of the unem-
ployed in the life of the community. Such meas-
ures reduce the risks of isolation and the  subse-
quent loss of social identity. 
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As far as the individual is concerned, it is cru-
cial to take account of  motivation and the abil-
ity to learn and to evaluate the potential bene-
fits  of learning.  Unemployed  people  want 
more than anything else to work. A sustainable 
policy to motivate and re-integrate the unem-
ployed, under which employment and training 
can be combined, is  therefore  preferable to 
compulsory training programmes. 
Part 
VET research outside 
the European Union 
Chapter 1 of  this Part six sets out to  survey VET 
research in eleven countries of central and east-
ern  Europe  (  CEECs).  It  endeavours  to  evaluate 
the extent to  which research is responding to  the 
major  socio-economic  challenges  posed by  the 
transition from a centrally planned economy to a 
market economy. The  aim is  to  identify the  main 
weaknesses in VET research in the CEECs and to 
make  it more  transparent,  by analysing  its find-
ings and its failures. 
Chapter 2 reviews VET research, in particular the 
role and main issues of  research institutions, in a 
selected  number of other  non-EU countries.  In 
addition,  research  undertaken  by  international 
organisations is described briefly. 
1..  VET research in the countries of 
central and eastern Europe (CEECs)9 
Generally speaking, VET research in the CEECs 
appears to have responded successfully to the major 
challenges of the transition period. In the past few 
years, national research has demonstrated increas-
ing maturity; it has played an increasingly assertive 
part in the reform process. However, its develop-
ment is being hampered by certain systemic (organ-
isational, institutional, financial) obstacles. 
In addition to  the  problems  specific to  the  eco-
nomic transition, the CEECs must submit to the 
same demands as  EU Member States:  globalisa-
tion of the economy, technological change and the 
advent  of  the  information  society.  The  most 
important challenge facing the CEECs is to com-
plete the transition to a market economy while at 
the same time creating enough jobs to avoid too 
high a level of unemployment and inactivity. 
The change of regime has had a profound impact 
on the research community. Under socialist rule, 
research was dominated by political rhetoric dic-
tated  by  the  regime.  Applied  research  was 
rejected, since the regime did not consider it nec-
essary to use empirical data to support (or ques-
tion) its political arguments. 
9  Albania,  Bulgaria,  Czech  Republic,  Estonia,  Hungary, 
Latvia, Lithuania, Poland, Romania, Slovakia and Slove-
nia. --------------------------------------- ----------------------------------------- ---------------------------------------------------------------------- --------------------------------------------------------- Executive Summary 
It is essential for research to have a global under-
standing  of the  system  and  of the  dynamics  of 
change.  VET  research  in  the  CEECs  is  often 
focused  on analysis  of isolated  elements  of the 
system,  with  little  attempt  to  obtain  an  overall 
view of the system and thus understand the inter-
actions that govern its operation. This fragmenta-
tion  of research  is  reflected  in  the  division  of 
institutional  structures,  each  'specialising'  in 
studying  one  element  of the  system,  with  little 
information on results obtained in related fields. 
Another weakness is the lack of sound theoretical 
research into the socio-economic context (in the 
broadest sense) of VET. The involvement of the 
social  partners  in  research  is  limited.  Private 
enterprises  and  non-profit-making  associations 
also play an extremely limited part. Research into 
civil society is not yet very active. 
VET research is mainly financed by public funds, 
primarily  distributed  among  the  principal  insti-
tutes.  Labour  market  research  is  primarily 
financed  by labour ministries and VET research 
by  education  ministries.  This  system  leads  to 
fragmentation of research and a lack of intersec-
toral  cooperation  and  contextual  perspectives, 
since research fields are narrowly defined. 
In a period of·economic problems, financial 
support for research from international insti-
tutions is essential. Its impact in the field of 
VET  research  in  particular is  huge  in  the 
CEECs. However, certain adjustments would 
help to make international aid more efficient 
and  bring  it  more  closely  into  line  with 
national needs. In particular, there is a need 
to  concentrate  on  follow-up  projects 
designed to implement research results  and 
recommendations. At national level, coordi-
nation mechanisms would increase the trans-
parency of research projects already carried 
out thanks to international support, in order 
to prevent duplication of effort and to ensure 
that  national  priorities  are  taken  into 
account. 
VET research in the CEECs focuses on two main 
areas:  research into VET systems and contextual 
research. 
Some themes are indicated as regard research into 
systems: 
•  From the viewpoint of implementing a strat-
egy  on  lifelong  learning,  it  is  important  for 
researchers  to  clarify  their  VISion  of VET  and 
position their work in relation to the various ele-
ments  of  the  education  and  training  system. 
Hence multidisciplinary research must be encour-
aged,  to  avoid  fragmentation  of analysis  - and 
practices (characteristic of the reform process in 
the  CEECs).  Unfortunately,  such  fragmentation 
currently  exists,  with  initial  vocational  training 
being  researched  separately  from  continuing 
vocational training and from the rest of the sys-
tem,  often  without  particular  reference  to  the 
labour market or the socio-economic context. 
•  Research  into financing  of VET must  apply 
itself to finding ways to encourage the participa-
tion of employers in financing and organisation of 
training.  Research  must  also  propose  solutions 
designed to make VET financing more efficient. 
•  No  systematic research  has  been  devoted  to 
continuing vocational training. While initial train-
ing has been relatively well researched, there are no 
data or indicators confirming the development of 
certain sub-sectors in continuing training. There is 
also a shortage of  research results relating to human 
resources development (HRD) in enterprises. 
•  Research  into  innovative  teaching  methods 
(project work, group work, etc.) should be coordi-
nated with the work recently undertaken on train-
ing of teachers and trainers. The various elements 
of  this  training  (transparency,  standardisation, 
updating, etc.)  are inseparable from the  changes 
affecting the entire education system (integration 
between teaching and world of work, evolution of 
the  teacher's/trainer's  function  in  the  learning 
process, new flexible  learning methods, opening 
up of school to the outside world, and the role of 
the education system in lifelong learning). 
•  The  rehabilitation  of  organisations  in  civil 
society (NGOs, public and professional associa-
tions,  and  unions)  discredited  by  the  previous 
regime should be covered by researchers from a 
broader sociological perspective. 
The  following  observations  can  be  made  as 
regards contextual research: 
•  All  the  countries  have  better  analytical  and 
statistical  coverage  of  unemployment  than  of 
employment. It would be useful to carry out sup-
plementary  analyses  of unemployment  and  the 
impact  of measures  in  support  of employment, 
and of their role in the transition process, in order 
to have a basis for comparison in evaluating the 
changes that have occurred in the CEECs in the 
past ten years. 
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•  Social exclusion,  a  new  phenomenon  in  the 
CEECs, is  a research subject currently receiving 
little attention. 
•  Research into  the  transition of individuals is 
definitely too limited to  the  school/work dimen-
sion and neglects other aspects, such as the transi-
tion  between  unemployment  and  employment, 
from one type of employment to another, between 
occupations, etc. 
•  There are few studies in the CEECs analysing 
employers' needs  in terms  of qualifications  and 
skills and their impact on education and training, 
mainly  because  they  are  very  costly.  In 
economies  in  transition,  occupational  profiles 
change  more  rapidly  than  occupational  norms. 
The added value of research into particular know-
how  or  competences  is  obvious,  as  is  that  of 
reconstructing  current  job  profiles  to  update 
occupational norms. 
•  In the CEECs, short-term forecasts  are more 
common than medium- and long-term research. 
The  most convincing research result to  date  has 
been the drawing up of a concept for a system of 
human resources development at national level, in 
the context of lifelong learning. 
However, VET research still suffers from certain 
weaknesses:  too  limited a field  of investigation, 
inadequate quality, poor methodological approach 
and  inefficient  organisation  in  some  fields  of 
research: 
•  the  global  challenges  posed by  the  develop-
ment  of  knowledge-based  enterprises;  the 
service  sector;  SMEs;  questions  of access  to 
knowledge, information and ICTs; 
•  conceptual and theoretical research into VET 
processes and results; 
•  learners'  needs  in  the  context  of continuing 
training and in-company HRD; 
•  dissemination and implementation of research 
results; 
•  multidisciplinary  research  and  collaboration 
between institutions. 
There  is  a  need  for  backing  research,  whether 
national  or  transnational,  in  the  fields  showing 
certain  weaknesses.  Similarly,  assistance  is 
needed in research fields  which, although better 
covered, are  not  sufficiently  conceptualised  and 
do not possess adequate methodology. 
36 
2..  VET research in other non-EU 
countries 
This  chapter provides  a brief overview  of VET 
research in a selected number of non-EU countries. 
However, apart from time and budget constraints, a 
comprehensive and consistent survey is hampered 
because of the very different demarcations of VET 
(and of VET research respectively), of the multi-
and interdisciplinary orientation of VET research 
and of the heterogeneity of the institutions, associ-
ations and researchers in different countries. 
In  general,  there  is  an  increasing  VET 
research  focus  on  the  interrelationships 
between economic development, labour mar-
ket  needs  and  vocational  training.  Another 
research field is pragmatic or policy-oriented 
research concerning the evaluation or devel-
opment of system reforms. Other main fields 
are  curriculum  research,  didactics,· method-
ologies and media in training. 
The support of thematic networks and the provi-
sion of information  (databases, research results, 
etc.) is of increasing importance. Cooperation and 
taking on board experiences and suggestions from 
other countries  rank  high  in  the  promotion  and 
development  of national  systems  of vocational 
training.  Equally,  international  or  supranational 
organisations  (in  particular  the  European  Com-
mission,  ILO,  OECD,  Unesco/Unevoc)  are 
important  providers  of information,  documenta-
tion and cooperation. 
Brief description  of VET  research  in  selected 
countries. 
Due to  the  reforms  to  the  VET  system in  Aus-
tralia  since  the  early  1990s, VET  research  has 
shown a significant expansion with a number of 
institutions  involved  at  national  and  regional 
level.  Current VET research done, for  example, 
by the National Centre for Vocational Education 
Research (NCVR) focuses, amongst other things, 
on the economic, social and employment implica-
tions of VET; on transitions from school to work; 
and on the quality of the provision of VET. 
The federal  system in the  US,  and the manifold 
training and research activities, hamper a compre-
hensive overview on VET research in this country. 
At national level, the National Centre for Research 
in Vocational Education (NCRVE), for example, 
conducts VET research focusing,  amongst other 
things, on innovative  ways  of linking  education -------------------------------------------------------------·--·  ...........  ,. ....................................................................................................................................................................................................................................................................  Executive Summary 
and work, curriculum research and qualification 
standards, performance at the workplace and the 
development of work-related technological skills. 
Canada  is  involved  in  numerous  development 
projects, international VET research and coopera-
tion  and  exchange  with  researchers  abroad. 
School-to-work transitions, reforms of vocational 
education  and  further  training,  skill  standards, 
political and industrial-sociological labour market 
research  and  the  establishment of research  net-
works  are  some  major  topics  of relevance  for 
VET  research  in  this  country,  carried  out,  for 
example, by the Human Resources Development 
Canada (HRDC) and by sector councils. 
South  America,  with  the  examples  of  Brazil, 
Argentina and Uruguay, displays rather heteroge-
neous  training  systems  and,  correspondingly, 
VET research. 
In Brazil, the economic transformation is charac-
terised by high  school dropout rates  and a  high 
level of illiteracy. Therefore, reforms of the train-
ing system, establishing closer links between edu-
cation,  training,  work  and  technology,  lifelong 
learning and the reintegration of adults and young 
people, rank high in  the  agenda of VET policy 
and research, as, for example, carried out by the 
International  Centre  for  Education,  Labour  and 
the Transfer of Technology (CIET). 
These problems apply to an even higher degree to 
Argentina, where initial training is almost exclu-
sively  the  responsibility  of the  State.  Increased 
international  competition  and  the  fact  that  the 
level of qualification no longer satisfied firms, led 
to  a decentralisation of competences in VET and 
to  an  increasing  involvement of social partners. 
The relationships between skills, growth, labour 
market  and  education/training,  human  resource 
development  and  information  technology  are 
some  research  topics  of the  recent  past,  con-
ducted,  for  example,  by  the  National  Research 
Centre for Human Development (CENEP). 
In  Uruguay,  education  and  training  are  highly 
acknowledged and the illiteracy rate is amongst the 
lowest in the world. Research topics are similar to 
those mentioned for other countries, supported also 
by  the  Inter-American  Centre  for  Research  and 
Documentation (  Cinterfor/Cinternet). 
In Japan, the Japanese Institute of Labour and the 
Polytechnic  University  (under  the  aegis  of the 
Ministry for Labour) carry out numerous research 
activities also in the field of VET. Economic and 
employment  aspects,  working  life  studies,  the 
development  of  work  skills  and  research  into 
teaching and learning are only some of the numer-
ous research programmes to be mentioned here. 
The reform of the system of vocational education 
in the People's Republic of  China since the early 
1980s  increased  the  demand  for  research  into 
steering,  reform  strategies  and  monitoring  of 
measures.  However,  only  a  relatively  limited 
number  of  researchers  work  in  VET  research 
fields.  Some of the research centres to be men-
tioned here are the Central Institute for Vocational 
Training (CIVT) and the Occupational Skill and 
Testing Authority (OSTA). Applied VET research 
is most highly valued, e.g. concerning social and 
economic  development,  curricula  and  teachers, 
educational  management  and  information  and 
support.  It is  felt,  however,  that  the  theoretical 
basis of VET research is still underdeveloped and 
that  research  is  too  much  related  to  the  direct 
implementation of policy matters. 
Russia has a long tradition in 'occupational educa-
tion', including the development of  teaching meth-
ods and policy advice, carried out, for example, by 
the Russian Education Academy and the Academy 
for Vocational Education. However, VET research 
is predominantly tied in with the various levels of 
vocational education - basic vocational education 
and middle-grade vocational education. Numerous 
specialised  departments  are  engaged  in  VET 
research, increasingly also run by the regions. 
In Switzerland, a large number of  mostly small-scale 
institutions - coordinated by a coordination unit -
are  working  in  the  field  of educational/training 
research and school development. In spring 2000, 
the  Federal  Office  for  Vocational  Education  and 
Technology (BBT) identified a number of research 
areas which will be given priority (and funding) in 
the  future.  Topics  of relevance for VET research 
include:  VET systems;  continuing  training;  costs 
and benefits of VET;  evaluation, steering, quality 
and innovations; new occupations; and research on 
young people, gender and disadvantaged groups. 
This report also contains a review of VET related 
research activities by educational associations and 
international organisations, in particular the World 
Bank Group, Unesco/ Unevoc, ILO and OECD.
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Numerous  research  issues  are  tackled  by  these 
organisations. Moreover, they provide comprehen-
sive material and statistics which are highly useful 
for international comparisons. 
10  Research activities of the European Commission, in par-
ticular  within  the  framework  of the  Leonardo-da-Vinci 
and  the  TSER  programmes,  are  integrated  in  relevant 
chapters throughout the  synthesis report. Similar applies 
to research done by OECD. 
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This  report  continues  the  series  on  European 
research  on  vocational  education  and  training 
(VET) which Cedefop started in 1998. The aim of 
the reports is to give a comprehensive overview of 
the state of  the art of  VET research in Europe and 
the  main theoretical and conceptual approaches, 
empirical findings  and  implications for policy-
makers. 
The  reports  will be  updated regularly and com-
plemented  by  new  topics  which  emerge  in  th.e 
course of  time. 
Definition and role of vocational education and 
training 
Broadly defined, VET comprises all more or less 
organised  or  structured  activities  which  aim  to 
provide people with knowledge, skills  and com-
petences necessary to  perform a job or a  set of 
jobs, whether or not they  lead  to  a  recognised 
qualification.  Trainees  in  initial  or  continuing 
training thus prepare for work or adapt their skills 
to changing requirements. 
VET is independent of venue, age or other char-
acteristics  of participants  and  previous  level  of 
qualification. The content of VET can be job-spe-
cific, directed at a broader range of jobs or a mix-
ture of both; VET may also include general edu-
cation elements. However, the definition of VET 
and  continuing  training  (CVT)  in  individual 
countries is different. 
The  major  importance  of VET  for  individuals, 
enterprises  and  society  as  a  whole  is  widely 
acknowledged, especially in the framework of a 
lifelong learning strategy. 
For individuals, skilled work is  one of the most 
important  means  of  social  participation  and 
recognition, personal identity and self-awareness 
- and,  of course, for  making  a  living.  VET,  in 
developing  and  maintaining  employees'  compe-
tences, plays a major role in employability. 
Enterprises  are  highly  dependent  on  skilled 
employees  and the  generation  and  utilisation of 
their  competences, particularly  when  restructur-
ing their business process and work organisation 
to become or remain competitive on global mar-
kets.  This  is  confirmed  by  the  trend  towards 
establishing  modem  production  processes  and 
learning organisations, which both require work-
ers to have a high degree of responsibility, initia-
tive, skills and competences. 
And for society, a high skill level among the pop-
ulation  and  workforce  is  important  to  enhance 
competitiveness, growth and employment, as well 
as  to  foster  citizenship  and  prevent inequalities 
and social exclusion. 
However, and this  should be stressed, education 
and training alone are not expected to solve all the 
crucial problems of our societies in the short term, 
in particular unemployment and social exclusion. 
But they can play a complementary role in improv-
ing the allocation of jobs and workers and in cor-
recting market failures by supporting the integra-
tion  of young  or disadvantaged  people into  the 
labour market and by updating the competences of 
unemployed people to prepare them for reentry to 
the  labour  market.  In  short,  they  contribute  to 
improve people's employability. 
Function and objectives of VET research 
Education and training policies, as  well as  other 
policies, have to consider the complex relationship 
between education and training and the socio-eco-
nomic system. It  is the task of  research to shed light 
on these aspects in order to analyse, identify and 
explain  these  relationships  and  their effects;  to 
reduce complexity and thus to improve our under-
standing of causes and effects; and to identify the 
means and strategies expected to be most effective 
and acceptable in solving a problem. 
In particular, VET research aims to: 
•  describe and explain the  systems, conditions 
and frameworks for the structures and processes 
involved  in  acquiring  and  updating  vocational 
skills and competences; 
•  provide  information  on  the  interaction 
between  VET  and  other  areas  of social  action. 
This  interaction  concerns  the  legal  and  institu-
tional framework, the interdependence of social, 
economic, technological and demographic change 
and the behaviour of the different actors in these 
fields; 
•  demonstrate the relevance of VET research to 
the  option-seeking  and  decision-making  of the 
various protagonists. 
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One  of the  most  important  focuses  of current 
VET research is the link between VET and work. 
Research  is  called to  identify new  requirements 
and their implications for innovation and devel-
opment. Another important topic is  the moderni-
sation of VET in the perspective of lifelong learn-
ing. Research is asked to study the place of VET 
within the training  system, the  relation between 
initial  and  continuing  training  and  the  compe-
tences every individual should acquire to face the 
requirements of our modem societies. 
Transparency and research cooperation 
The diversity of VET systems and cultures (and 
sometimes  language  and  terminological  prob-
lems)  within Europe impedes  the  understanding 
of national  differences  and  poses  challenges  to 
the  theories,  methods  and  findings  of  VET 
research. 
Further  problems  are  shortages  of interdiscipli-
nary  or multidisciplinary  research  and,  in  some 
cases, inadequate cooperation among researchers. 
Lack  of cooperation  is  also  observed  between 
research and policy and practice. 
These  difficulties  are  made  worse  by  a  lack of 
transparency  in  research  projects  and  findings, 
due to the fragmentation of VET research being 
done by universities, State-run research agencies 
and private research institutions. 
On  the  other  hand,  an  increasing  number  of 
research  cooperation  networks  are  spreading 
throughout  Europe  (see  the  Annex  of the  first 
research report, Tessaring, 1998b), as well as com-
parative research projects boosted by EU funding 
and new electronic means of communication. 
Reporting on VET research in Europe 
The reports on VET research in Europe published 
regularly by Cede  fop (every two to three years), 
of which  this  is  the  second,  intend  to  improve 
transparency on VET research matters in Europe, 
by pooling the findings of different research dis-
ciplines, and, at the same time, by properly posi-
tioning  other fields  of social  action in  terms  of 
their  relationship  with  initial  and  continuing 
vocational  training.  Further, the  reports  indicate 
the implications of research results for the various 
protagonists concerned - politicians, institutions, 
social  partners,  enterprises,  individuals  - and 
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draw attention to areas where research coverage 
is too thin and needs building up. 
As  these  reports  are  research  reports,  the  most 
important  underlying  theories,  concepts  and 
approaches are discussed. Without knowledge of 
them  and  understanding  them  it  is  difficult  to 
interpret specific results. 
The  reader  may  observe  that  simple  questions 
often  require  complex  answers.  This  does  not 
necessarily mean that  science  and research pro-
duce uncertainty, but rather in our world nothing 
is  certain. Everything ultimately depends on the 
non-predictability  of human  behaviour,  actions 
and reactions. 
Finally, the reports should also contribute towards 
improving cooperation and communication both 
within the research community itself and between 
researchers, policy-makers and practitioners. 
This second research report builds upon the first 
edition published in  1998-99. Some topics  have 
been developed further, others have been updated 
to consider new research findings, and some have 
been introduced to reflect the current debate. The 
synthesis report you have before you is based on 
a  number of contributions  by  researchers  from 
various  disciplines  of VET research  (see  pages 
3-4) and personal additional research. 
In view  of the  vast wealth of research material 
available on European and, to  a  greater degree, 
national aspects, it was impossible to cover them 
all in this publication. Moreover, the diversity of 
training systems and training problems in Europe, 
the dynamics of vocational training developments 
and VET research, and the changing social, eco-
nomic  and  technological  conditions, all  call for 
regular  updating  of  the  reports.  Critical  com-
ments, references  to  relevant research work and 
suggestions for further topics are most welcome.1 
Cedefop should like to thank all those who have con-
tributed to this report-whether preparing a contribu-
tion, providing constructive comments and support, 
or by their hard work in translating and editing this 
document. It would not have been possible to publish 
this report in its present form without them. 
1 Contact: 
Pascaline Descy  Manfred Tessaring 
Cedefop, P.O.Box 22427, GR-55102 Thessaloniki 
Tel.: (30 31) 490-187 or -197  (30 31) 490-151 or -197 
Fax:  (30 31) 490-117  (30 31) 490-117 
E-mail: pde@cedefop.eu.int  E-mail: mt@cedefop.eu.int ·----------
Contents of the second VET research report 
The second research report consists of three pub-
lications: 
(a)  this  synthesis report which provides a com-
prehensive overview of the state of the art of 
VET research in Europe and the main theo-
retical and conceptual approaches, empirical 
findings  and  implications  for  decision-mak-
ers and researchers; 
(b)  a background report2  (three volumes) which_ 
contains  contributions  on  different  topics 
from renowned researchers across Europe; 
(c)  an executive summary3 with the main findings 
and conclusions. 
The synthesis report is structured as follows: 
Part one deals with VET systems, their coordina-
tion with the labour market and steering. It starts 
with a discussion of the general coordination and 
steering mechanisms, followed by an analysis of 
different issues which have an impact on the ori-
entations  taken  by  VET  systems:  financing, 
reforms to enhance the standing of VET, certifica-
tion systems and recognition of non-formal learn-
ing, evolution of the role of VET professionals. 
Part  two  discusses  the  challenges  and  reforms 
imposed  by  the  implementation  of  a  lifelong 
learning strategy and by the acquisition of compe-
tences  relevant  to  current  professional  profiles. 
Lifelong learning  is  tackled  from  a pedagogical 
point of view,  analysing  the  competences  to  be 
developed, the didactics and methodologies to be 
implemented, and the reforms to be undertaken in 
education systems in order to ensure the customi-
sation  and  differentiation  of  pathways.  New 
modes  of competence  acquisition  in  enterprises 
linked  to  the  development of learning organisa-
tion are also discussed. 
Part three focuses on companies and their role in 
training and employment. After an analysis of the 
possible impacts of globalisation on work organi-
sation and skills, the  structures, functioning  and 
mobility in internal and occupational labour mar-
kets and their effects on skill acquisition and util-
isation  are  discussed.  Research  on  small  and 
medium-sized  enterprises  (SMEs),  self-employ-
2  Bibliographical reference: see page 3. 
3  Descy P.,  Tessaring M., 2001.  Training and learning for 
competence. Second report on vocational training research 
in Europe: executive summary. Cedefop Reference series. 
Luxembourg: EUR-OP (published in  11  EU languages). 
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ment and entrepreneurship and their implications 
for growth, job creation and enrichment of skills 
follow. Approaches to the development and meas-
uring of human resources  at company level  and 
the  potential of enterprise  surveys  as  a comple-
ment to labour force surveys are also discussed. 
Part four discusses a range of issues in the con-
text of employment and labour markets. Starting 
with  a  brief presentation  of recent  employment 
trends  and  a  discussion  on  the  economic  and 
social  benefits  of  education  and  training,  the 
question  of whether  conventional  definitions  of 
formal  skills  should  be  complemented  or even 
replaced  by  the  notion  of 'competences'  which 
are  in  reality  traded  on  the  labour  market  is 
raised. This also touches upon the various aspects 
of skill mismatch in labour markets- unemploy-
ment,  overqualification  and  skill  shortages  -
which are discussed from both a theoretical and 
an empirical point of view. The last chapter deals 
with the advantages and problems associated with 
skill  forecasts  at  different  levels  and  presents 
some related activities in European countries. 
Part five  discusses  several  issues  mainly  at  the 
individual level. It starts with a review of research 
on  the  determinants  of participation  in  training 
and on the impact of training on individual per-
formance, such as wages, unemployment, produc-
tivity and mobility. It continues with the state of 
the art of research on transition from the educa-
tion system to active life, a topic still retaining the 
attention  of researchers  and  policy-makers. The 
third chapter of this Part looks at social exclusion 
from the labour market and from  training meas-
ures  as  well  as  the  situation  of low-qualified 
workers. 
Part  six  deals  with  VET  research  taking  place 
outside  the  European  Union.  The  first  chapter 
seeks  to  evaluate  the  responsiveness  of  VET 
research in central and eastern European countries 
to  the  major challenge posed by  the  process  of 
transformation.  The  second  chapter  provides  a 
brief overview of VET research in other selected 
countries  (Australia,  the  US,  Canada,  south 
American countries, Japan, the Peoples Republic 
of China, Russia  and  Switzerland).  Some  VET 
research  activities  of international  societies  and 
organisations are also briefly reported. 
A list of references and a bibliography containing 
the sources used and additional literature appears 
at the end. 
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VET systems, coordination with the labour market and steering 
Part one of  the report examines various issues that are having an impact on the directions taken by VET 
systems. 
The chapter starts by reviewing the classical mechanisms of  steering, which either involve State manage-
ment or focus on making systems respond to market demand. It then shows the limits each of  these meth-
ods, applied in isolation, has with regard to the regulation of  supply. This will demonstrate the interest of 
finding a compromise between, and a combination of, these methods and of  working to establish alterna-
tive coordination mechanisms. This analysis is fleshed out by an examination of  examples from the Mem-
ber States. 
Following this theoretical approach, the following chapters look in greater detail at certain aspects which 
are not simply policy options but have a major impact on the directions being taken by training systems 
and their ability to match training supply and demand: financing; reforms being undertaken to  improve 
the standing of  VET; certification and validation of  nonjormal learning; and changes in the occupational 
profiles of  VET professionals. 
In  Chapter 2,  which reviews the financing of VET,  current financing models in Europe and the ways in 
which  they  are  changing are  described and analysed.  We  will examine  trends  in  the  operation of the 
financing systems and pinpoint their impact on the efficiency, quality and distribution of  the training sup-
ply. Training is divided into three categories for the purposes of  this analysis: initial training, continuing 
training and training for the unemployed. Two innovations- output-related funding and training vouchers 
-are also described and critically reviewed. 
The attractiveness of  vocational training depends to a large extent on its social standing and the potential 
that it offers in the labour market in terms of  employment, pay, career prospects and actual jobs. Chapter 
3 looks at the reforms and strategies that have been introduced in Europe to improve the standing of  VET, 
both in comparison with general education and on the labour market. We  identify measures to improve-
directly or indirectly - the quality of  VET. In a brief review of  results we attempt to determine the impact 
of  such reforms. 
Certification systems are changing. The ability of  conventional diplomas to  reflect people's competences 
is being called into question. New certification models are appearing. The  trend is to  make certification 
systems independent from training systems. This is being reflected in particular by the introduction of  sys-
tems for validating  non-formal learning.  In  addition  to  analysing  why  certification  systems are  being 
called into question, the second part of Chapter 4 looks at institutional reforms to  recognise non-formal 
learning. It examines the specific features of  this type of  learning and the problems that it raises from the 
point of view  of identification,  evaluation  and recognition.  The  chapter provides  an  overview of the 
reforms that have been introduced and analyses their extent and the political support they have received 
in the Member States of  the EUIEEA, as well as the role of  the European Commission and European ini-
tiatives. 
Chapter 5 looks at the roles of  what might be termed 'VET professionals', the ways in which these roles 
are changing and the introduction of  new profiles. We also analyse the potential ways in which these func-
tions can be placed on a more professional footing and the extent to  which they can be a mechanism for 
steering and coordinating systems within the framework of  the mechanisms and concepts discussed in the 
first chapter. 
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1.  Education and training systems: 
regulation, coordination, steering 
and cooperation  1 
This chapter examines the different ways of  steer-
ing  and  regulating  VET  systems,  their  origins, 
recent trends and possible alternatives. 
Fallowing a brief review of  the changing ways in 
which the education and training supply is being 
coordinated (State-managed and manpower plan-
ning approaches;  regulation  by the  market; and 
combination  of these  two  methods),  alternative 
steering  methods  lying  in  different  dimensions 
than the market-State continuum will be analysed. 
An analysis grid will be drawn up to help identify 
these methods. 
Three policy options will then be proposed, corre-
sponding  to  three  levels  of intervention with  an 
aim  to  regulate  the  education and training  sup-
ply: the  distribution  of decision-making powers, 
the  structural  organisation  of studies  and  the 
choice of  teaching and learning processes. 
In  conclusion this chapter will analyse a number 
of practical  approaches  that  go  beyond  tradi-
tional steering mechanisms. 
1.1.  Introduction 
The purpose of steering is  to ensure that the edu-
cation system offers a satisfactory response to the 
needs of the labour market, the individual and of 
society in general. Unlike general education sys-
tems, VET straddles the boundaries between edu-
cation and employment systems. Internal steering 
is therefore influenced (and to  some extent deter-
mined) by external demand. 
The origins of vocational education and  training 
lie in the labour market. Through a gradual insti-
tutionalisation, VET became  separated from  the 
labour market  and  integrated into  the  education 
system. VET nevertheless  has  to  be  coordinated 
with  both  the  education  system  and  the  labour 
market. In the latter case, the issue can be seen as 
one of revising practices that have always existed. 
1  This  chapter is  based  to  a large  extent on  the  paper of 
L. Lassnigg, 2000:  'Steering,  networking and profiles of 
professionals in vocational education and training'. Con-
tribution to:  Descy &  Tessaring, eds. Training in Europe. 
Second report on vocational training research in Europe 
2000:  background report.  Luxembourg:  EUR-OP, Vol.  1 
(published 2001). 
In the  17th and 18th centuries, the gradual integra-
tion  of components  which  had  up  to  then  been 
separate (the 'forebears' of higher education, gen-
eral education and various kinds of training) was 
one  of the  main  features  of education  system 
development.  Divisions  between  these  compo-
nents  nevertheless  continue  to  exist  today.  The 
integration of general and higher education was a 
relatively simple task, whereas VET has remained 
separate (see the discussion of parity of esteem in 
Chapter 3). 
VET  institutions  were  set  up  as  a  result  of the 
gradual transfer of activities  (or some activities) 
from the workplace to  specialist bodies, bringing 
about  structural  changes:  in  the  1960s, policies 
tended to isolate VET from professional life and 
to integrate it into the formal system2;  changes in 
human resource management in the 1980s slowed 
down - or even reversed - this trend. People now 
feel  that the links between VET and the working 
world  need  to  be  reestablished  and  intensified3 
and  that  learning  organisations  combining  pro-
duction and learning need to be developed. 
VET  has  complex  links  with  the  economy,  the 
labour  market  and  the  employment  system.  Its 
highly fragmented structure and many specialities 
make coordination difficult. 
1.2.  Steering and coordination- trends in 
policy 
We noted above that VET was originally part and 
parcel  of the  labour  market,  whereas  the  two 
other pillars of the education system (general edu-
cation and higher education) were the responsibil-
ity of the public sector. 
The relatively complex institutional framework of 
VET differs from one country to another. The first 
research  report  (Koch  &  Reuling,  1998;  Tessa-
ring,  1998b, pp.  19-25)  drew  up  a  typology  of 
VET systems by their main method of regulation: 
State, corporatist or market. These  three  mecha-
2  This  trend  was  more  marked  in  some  countries  than  in 
others. The State has nevertheless introduced national reg-
ulations and standards even in countries retaining a VET 
system in which enterprises continued to  play an  impor-
tant role, through the existence of an  apprenticeship sys-
tem. 
3  In initial vocational training, this is being reflected by the 
inclusion of periods  of in-company practical  training  in 
some  curricula,  by  alternance  schemes,  and  even  by  a 
modernisation of apprenticeship.  Initial  vocational  train-
ing that continues to take place entirely at school is  tend-
ing, however, to become closer to  general education (see 
Chapter 3 for a detailed discussion of this issue). 
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nisms are to be found in all the Member States, 
although  their  relative  importance  varies.  Some 
Member States  are, moreover, introducing  alter-
native steering mechanisms. Classifying countries 
by their main method of regulation tends  there-
fore to simplify the actual picture and to mask the 
diversity  of methods  used.  We  need  to  bear in 
mind that all forms and mechanisms of steering -
including corporatist methods - are to be found to 
a varying degree in every system. 
Nevertheless, three  periods can be distinguished 
in Europe from the point of view of methods of 
coordinating education and employment - and of 
steering the (chiefly school-based) VET system: 
(a)  fundamentally  State-led  regulation  of VET 
(1950s-1960s); 
(b)  gradual awareness of the limits of State-led 
regulation (1970s); crisis of the welfare state 
and  introduction  of  market  mechanisms 
(1980s); 
(c)  awareness of the shortcomings of the market, 
search  for  an  optimum  combination  of the 
two mechanisms and use of alternative steer-
ing methods ( 1990s  )
4
• 
Box 1.1: Regulation of apprenticeship 
Koch  & Reuling (1998) present a third kind  of regu-
lation that is a feature of the dual system: corporatist 
regulation.  Lassnigg  (2000)  describes  the  appren-
ticeship  system  of the  German-speaking  countries 
as  a paradigm  for VET.  This  structure,  which  illus-
trates  the  methods  by  which  alternative  mecha-
nisms operate,  combines several elements: 
•  the  market,  which  determines  how  apprentice-
ship and  practical training placements are to be 
allocated; 
•  the  State,  which  regulates  the  conditions  by 
which  apprenticeship  is  to  be  managed  and 
ensures part-time training at school; 
•  self-regulation  of a corporatist type  by  various 
interest groups (employers, trade unions); 
•  'professional'  mechanisms  acting  through  pro-
fessional groups. 
4  This three-stage development can be seen in all the Mem-
ber States, albeit at a different pace and with a State- or a 
market-based approach retaining the upper hand. The ten-
dency gradually to combine these two methods is a typical 
development. 
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1.2 .1. State-led regulation 
Between  the  1950s  and  the  1970s  there  was  a 
gradual increase in the State's prerogatives in the 
area of school-based vocational training (nation-
alisation and legalisation). Public authorities took 
responsibility  for  matching  supply  and  demand 
and organising training. 
Management  of the  VET  supply  by  the  State 
alone had limits, however, as  evidenced by man-
power planning methods.5 The paradigm of plan-
ning, which was the main strategy of the  1950s 
and 1960s in the field of education (especially in 
France), was extended to the links between train-
ing  and employment. As  there  was  little  confi-
dence in demand-led market regulation, State-led 
regulation therefore spread to the labour market. 
This strategy proved to some extent to be defec-
tive, as it entailed the risk of inadequate forecast-
ing of labour market needs and led to  very long 
skill production times in the education system rel-
ative  to  rapid  changes  in  demand.6  It is  now 
accepted that VET systems cannot be steered by a 
State  system  alone  as  it  is  unable  to  forecast 
changes in demand beyond a certain point. 
1.2 .2.  The introduction of  a market 
perspective 
From the  mid-1970s onward, criticisms of State 
management grew.  During the crisis of the wel-
fare  state  in  the  1980s,  market  mechanisms 
seemed  to  offer  a  real  alternative  to  State-led 
steering. Policies therefore shifted in the direction 
of demand-driven steering. 
In many  countries,  politicians  then  adopted  the 
following  principles:  decentralisation,  deregula-
tion  and delegation  of authority  (OECD,  1996i, 
pp.  172-173).  One  of the  key  aspects  of this 
process was the evolution of State accountability. 
Quasi-markets were created that tended to uncou-
ple consumers and providers and introduced the 
notion of choice - and therefore of competition -
into the training supply (Levacic, 1995, p. 167). 
Nevertheless, regulating systems solely by market 
mechanisms also had limits: 
•  market  failure:  the  State  had  to  intervene 
when the distribution role played by  the market 
proved inadequate; 
5  Reference should be made to Chapter 5 of Part 4 of this 
report, dealing with forecasts, for an analysis of the bene-
fits and limits of manpower planning. 
6  See Chapter 3 of Part 4 of this report. ------·---·---·--·------·  .. ·--···-----·-----··-----------·---·-·--··--··----····--·--···----·-··--···- .. ··-··--------··--··------·--··-----·-··---·-.. ·--- .. -··-··--·--------Regulation, coordination, steering and cooperation 
•  the market could not guarantee some of the 
social  aspects  of  training  (reducing  selection 
effects and social inequalities, taking a future-ori-
ented  rather  than  short-term  approach),  even 
when governments provided subsidies and infor-
mation. 
Thus,  the  dichotomy  between  market  and  State 
has long been (and is often still) seen as the crux 
of the debate surrounding the methods by which 
education and training systems should operate. To 
some extent, this tension is inherent in the nature 
of VET, whose role is  to  satisfy economic inter-
ests while preserving social and societal interests. 
1.2 .3. The search for compromises and 
alternative methods 
The combined effects of economic recession and 
cost pressures, growing cohorts of young people 
and  ever faster  changes  in  the  training  demand 
hamper  the  operation  of both  planning  systems 
(technocratic  planning  and  'adequationist' 
approaches
7
)  and market mechanisms (self-regu-
lating and able to find a rapid match between sup-
ply  and  demand)  which  can  no  longer play  the 
role of training system coordinator. Complemen-
tary  solutions  need  to  be  found,  such  as  corpo-
ratist regulation or decentralisation. 
'[  ...  ] the  'free play  of market forces'  has  to  be 
backed by  public  regulations  in order to  ensure 
socially desirable as well as future-oriented train-
ing  offers  and  to  alleviate  undesired  selection 
effects' (Tessaring, 1998b, p. 23). 
Faced with these developments, the State has  to 
adapt and carry out a function of evaluation based 
more  on  leadership  and  management  methods 
than on traditional technocratic structures. Whitty 
et al. (1998, p. 12) note the appearance of a com-
bination of the  'evaluative State' and 'quasi-mar-
kets' in five countries (England and Wales, United 
States, Australia, New Zealand and Sweden). The 
dynamic is  therefore one of finding the best pos-
sible compromise between market-led and State-
led management. 
The main aspect of coordination is to find a 
balance of different and conflicting interests 
between market failures and State failures. 
7  Manpower planning has been used in  this  'extreme' way 
in France in  particular.  In  other countries, forecasts  are 
used  as  one  of a  number  of information resources  (see 
Chapter 5 of Part 4 of this report). 
It seems possible, however, to go beyond the two 
regulation  methods  discussed  above.  Organisa-
tional  theory  refers  to  two  further  mechanisms: 
networks  and  corporate  associations.  These 
should  not  necessarily  replace  the  two  mecha-
nisms  discussed  above,  but can  play  an  equally 
important role in regulation. 
1.2.4. Alternative steering and coordination 
bodies 
To  identify  alternative  steering  mechanisms, 
Lassnigg  (2000)  identifies  several  coordination 
processes depending on: 
•  the type of player; 
•  the sector; 
•  the level of society. 
Lassnigg also proposes to: 
•  determine what the tasks of coordination and 
steering are; and 
•  identify  the  many  possible  interactions  and 
mechanisms. 
To explore the results of this 'dissection', we may 
look at Figure  1.1, which describes  the  types  of 
organisation  in  which  coordination  takes  place 
and  the  various  potential  links  between  them. 
This figure shows the various types of players, in 
different systems and at different levels: the indi-
vidual micro level, the meso level (schools, enter-
prises) and the macro level of national institutions 
and organisations. At a 'supra' level, other actors 
may  also  play a role  of varying importance, for 
instance  the  public  authorities  (legislation,  gov-
ernment, European Union8 , etc.) and those labour 
market institutions that provide a bridge between 
the two poles of the labour market. 
Building on the previous figure, Figure 1.2 analy-
ses  coordination and  steering tasks  according  to 
training  supply  and  demand,  competences  and 
qualifications  and  teaching  and  learning 
processes. This  figure  shows, for each  category, 
those policy options that may have an impact on 
VET systems.9 
8  Although the role of the European Union is limited in the 
case  of VET,  because  of the  principle  of subsidiarity 
which gives Member States full responsibility for organis-
ing education and training. 
9  Reference should be made to  Part 1 of the first research 
report (Tessaring,  1998b) and to Part 4 of this report for 
an analysis of coordination between the labour market and 
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VET systems  Labour market 
Demand for  Supply of  Supply of  Demand for 
education/training  ·education/training  cornpetences  quaUfications · 
and competences 
Legislation, political parties 
Actors in education/training  Actors in the labour market  I 
I Macro level 
I  (national, 
! regional, local) 
~-----------------
Students'  /parents' 
organisations 
Administration 
Teachers'/trainers' 
organisations 
Workers' 
organisations 
Employers' 
organisations 
1 Meso level 
1 (organisational) 
Students'/parents' 
representatives 
Education/training 
providers 
Workers'  Enterprises 
representatives 
l;icro level 
i (individual) 
Individual 
households 
Teachers, 
trainers, etc. 
Individual  Individual 
employees  employers 
L __  _ 
Source: Lassnigg, 2000. 
Different  potential  areas  of intervention  for  the 
coordination  of systems  exist  at  various  levels. 
There are many coordination links between these 
different levels and within each level. 
•  State-led steering,  via the  centralised hierar-
chy  and  centralised  planning,  generally  acts  on 
the education supply. 
•  Demand-led market regulation is  ensured by 
feedback and individual compensation. The edu-
cation and labour markets  are  therefore  interde-
pendent. 
•  Professional associations provide for co-ordi-
nation  through  relations  between  players  with 
similar  interests.  The  consensus  reached  from 
bargaining  is  a  key  element  here.  Employers' 
associations, trade unions, teachers' and parents' 
associations, etc., thus  provide a bridge between 
the meso and macro levels - between the training 
supply  and  demand  in  the  VET  system  and 
between the  supply  of and demand for  skills  in 
the labour market. 
•  Networks help to maintain direct but informal 
links  between  the  different  players.  What  is 
important in ensuring that the  network can work 
as  a coordinating body is not financial interest or 
formal authority but the climate of trust between 
players. 
As  the  two  most  current  steering  mechanisms : 
have  shown  their  limits, it  seems  reasonable  to 
explore the potential of others. 
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1.3. Main policy dimensions and options 
for the steering of systems 
Following  the  above  discussion  of coordination 
mechanisms, we can now explore the levels that 
can provide a basis for  steering policy and strat-
egy: 
•  the  distribution  of  decision-making  powers 
between organisations  linking  up  the  various 
players at the various levels; 
•  education and training pathways, their division 
into units and the possible ways in which these 
pathways can be structured; 
•  teaching/learning processes. 
1.3  .1. Distribution of  power 
As  discussed  above,  the  concept  of  steering 
evolves in the  space between the failures  of the 
State and those of the market. It is possible to set 
up  structures  that  enable  the  players  (training 
providers)  to  adopt behavioural practices  geared 
more towards demand. 
These practices may be generated by a new distri-
bution  of  power  (decentralisation  of  decision-
making,  further  involvement  of the  social  part-
ners, etc.). The aim is to listen more closely to the 
demand  from  consumers  (individuals  or  enter-
prises)  and  to  leave  more  scope  for  them  to 
express themselves. ----------------------------------------------------------------------------- Regulation, coordination, steering and cooperation 
fiigurre :1.2: Coordination tastts  an~  main  ~oli~~ o@lions 
- Managing pupils/students 
- Managing personnel 
- Managing resources 
Coordination between education/training supply and demand 
Numerical allocation  Definition of profiles 
- determination of numbers,  - composition of curricula, 
-provision of study places,  - breadth -depth, 
- determination and selection  - overall study lines - modules 
of applicants 
Main policy options 
Social demand approach: quantitative (allocation), qualitative (adaptation) 
Enhancing market forces in  relation to allocation (training vouchers (
8
)), 
selection/promotion (costs,  incentive measures), information (signalling, 
examination results) 
Guidance and counselling 
Entrance examination/assessment 
Coordination of teaching/learning processes 
Selection, retention during 
teaching and learning processes 
Workload, 
Working conditions, 
Pay setting 
Resource allocation in terms of 
the number of study places 
available for students 
Conversion of potential into competences 
Preconditions (training, etc.) 
Division of work between professionals 
Advancement, continuing training, careers 
Standards for the use of resources in terms 
of the number of study places available 
for students 
- Shaping learning environments  Selection/allocation of learning sites  Design/use of learning environments 
Main policy options 
Standards and assessment 
New teaching/learning methods (teaching +  learning) 
New technologies in teaching and learning 
Integration of formal and non-formal learning, workplace learning 
Professional policy, changes to working conditions and the division 
of work in training establishments, continuing training 
Input-related standards 
New methods of resource allocation (levies, training funds) 
New organisation/management methods (total quality, etc.) 
Coordination between competences/qualifications supply and demand 
Determination of credentials in  relation 
to  the structure of the labour market 
Numerical allocation 
Transition from the education 
system to working life  Relation between level achieved and credentials 
Formulation of qualification profiles for working life 
Overall policies 
Main policy options 
Competence-based assessment, creation of credentials independent from 
certain types of study 
Combination of education and work 
(apprenticeship, human resource development) 
Education/training and enterprise partnerships 
Inclusion of representatives from the working world in  steering committees 
Introduction of mechanisms to anticipate developments 
and changes in the qualification demand 
Policy to facilitate transition 
Development of the knowledge base,  research and development 
in the education field 
Overall changes in  steering methods 
Lifelong learning policies 
Education and training policies as components of a policy of innovation 
Industrial relations (role of the social partners) 
Wage-labour nexus, skill-labour nexus (b) 
(a)  See Chapter 2 on the financing of training. 
(b)  For further information, reference should be made to Caroli, 1998; Tessaring, 1998b, pp. 13-31, and Chapter 3 of Part 4 of this report. 
Source: Lassnigg, 2000. 
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Innovative concepts  in the  area of steering  sys-
tems  are  currently based on public-choice based 
approaches. 
'The rule  is  simple:  no  demand, no  training. In 
other words, the training demand must be closely 
monitored and whatever is in keeping with clearly 
identified demands must be offered. No more, no 
less' (de Moura Castro, 1995, p. 4). 
The issue is therefore one of creating steering struc-
tures that not only make it possible for employers to 
exert an influence but also allow for an evaluation of 
individual and labour market demand. Three condi-
tions therefore have to be satisfied: 
(a)  employers  must be able  to  exert a genuine 
influence through steering bodies that also offer 
sufficient scope to  balance the interests of those 
involved (those of employers versus those of indi-
viduals: productivity versus employability); 
(b)  mechanisms  for  feedback,  evaluation  and 
forward planning in respect of the labour market 
demand must be set up for training institutions; 
(c)  practical cooperation links must be forged to 
bring  training  and  employment  systems  closer 
together. 
This approach probably oversimplifies many 
aspects of the coordination of education and 
employment  and  makes  the  dynamics  and 
direction  of changes  subject to  the  choices 
and preferences of consumers. VET profes-
sionals  in  schools  have to  be  able  to  adapt 
and use market strategies. 
1.3 .2. Structure of  pathways 
The organisation of education and training path-
ways is also a lever for steering the training sup-
ply (for instance by diversifying outputs from the 
training system) and a means for making the VET 
system  more  responsive  to  demand.10  Four 
dimensions,  corresponding  to  different  policy 
options, can be distinguished: 
(a)  conceptualisation  of the  target  components 
of qualifications and training content (traditional 
division of academic  subjects or a more holistic 
approach to facilitate transfers-basic knowledge, 
key qualifications, etc.); 
(b)  division of the general and specific aspects 
of qualifications: dissociation or integration; 
10  See also Chapter 3 of Part 2. 
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(c)  choice of longer and more complex training 
options or division into flexible and modular sys-
tems; 
(d)  relationship  between  education  processes 
(curricula) and certificates: joint or separate plan-
ning, type of standards on which qualification is 
based (see Chapter 4 on certification). 
1.3 .3. Teaching and learning processes 
Teaching and learning processes are largely deter-
mined by the model and the profile of educators, 
the  distribution  and  nature  of learning  sites  and 
the extent to which learning takes account of con-
text. 
To target steering, priority is given to four dimen-
sions: 
(a)  the  professionalisation  of  educators  and 
trainers  (see  Chapter 5 on VET profession-
als); 
(b)  the division of labour between occupational 
profiles in the education sector (how to react 
to the growing complexity of the role of VET 
professionals, see Chapter 5); 
(c)  types,  organisation  and  format  of  school, 
non-school and practical simulation environ-
ments; 
(d)  learning  sites  or  development  of  learning 
organisations  as  alternatives  to  the  school-
enterprise dichotomy.11 
1.4. Policies going beyond the market-
State dichotomy 
Some  recent  practical  approaches  and  reforms 
(discussed by Lassnigg, 2000)  which go beyond 
the  conventional  steering  mechanisms  will  now 
be examined. This description is not intended to 
be exhaustive, but merely illustrative.lt should be 
noted that the strategies have been selected on the 
basis of their ability to involve VET professionals 
in  the  steering and coordination of systems  (see 
Chapter 5). 
(a) Strategy of  comprehefJsive reform of  the 
VET system (Finland: Spain) 
This educational policy entails many changes at 
various  levels  affecting  funding  and  steering 
structures, the  organisation and level of training 
pathways, curricula and final examinations, links 
11  See Chapter 4 of Part 2. ---------------------·----------------------------·--------------------------------------------------------------·--------------------------··-----------------------Regulation,  coordination, steering and cooperation 
with practice, etc. This gives education and train-
ing systems a new form, and also reorganises the 
links between players and different categories of 
VET  professionals.  Nevertheless,  most  of these 
links are implicit and unplanned, and are mainly a 
result of initiatives taken  by  players  outside the 
educational sector. 
(b)  Complex coordination systems 
The  apprenticeship  system is  being  rediscovered 
(many countries are trying to breathe new life into it 
- Germany, Austria and, to  a lesser extent, Den-
mark, but also in France, the Netherlands and the 
UK).Its complexity is nevertheless often underesti-
mated. This pathway requires cooperation between 
different social systems with different institutional 
cultures  and  methods.  In  apprenticeship,  institu-
tionalisation goes alongside cooperative coordina-
tion mechanisms  based on dialogue  between the 
social partners (coordination through association) 
and  the  State  (legal  regulation  and  hierarchy). 
Steering  also  takes  place  at  different levels, e.g. 
national standards, decentralisation to the regions. 
The viability of the system depends to large extent 
on the trust between the players involved. 
Another feature of apprenticeship is that it is part 
of the formal education system, whereas training 
and  selection  are  organised  in  enterprise.  Key 
steering  decisions  are  therefore  taken  by  the 
enterprise using a market-based approach, despite 
the fact that the practice is rooted in a fairly strict 
regulatory  system  controlled jointly by  the  pro-
fessional associations and the public authorities. 
(c) Introduction of  new holistic steering 
systems in the traditional environment: 
the Austrian higher vocational education 
institutes 
The  reform  of the  higher  vocational  education 
institutes in Austria shows that a steering system 
that deviates from the traditional organisation of 
the  education  sector  and  that  becomes  a  new 
training  sector  may  provide  an  impetus  for  the 
system as  a whole, giving rise to  a new  division 
of labour between  the  system's  players  and  the 
emergence of new functions. 
(d) Sectoral organisation of  steering and VET 
(Netherlands, Finland, Germany) 
Rather  than  taking  place  through  a  piecemeal 
combination of State steering and parallel market 
mechanisms, regulation is in the hands of sectoral 
organisations.  These  bring  together  the  social 
partners, professional organisations and represen-
tatives  of the  State.  This  type  of steering,  by 
developing a sector-specific knowledge base con-
tributes  to  the  improvement of training  contents 
and to the involvement of different players. 
(e) Modular education: reforms of  education 
in Spain, Denmark, the United Kingdom 
and Switzerland 
Making training schemes or occupational qualifi-
cation profiles  modular increases the  number of 
options and leads to a new distribution of steering 
functions.  Training  therefore  becomes  more 
accessible; but this  (de )structuring of the  system 
may make it more difficult to  implement overall 
training  and  steering  objectives,  as  this  type  of 
reform  requires  greater  efforts  to  coordinate  its 
various components. Such reforms provide a spe-
cial impetus to guidance and counselling. 
(f)  Competence-based qualifications: NVQs in 
England and SVQs in Scotland 
This  system  makes  it  possible  to  provide  the 
labour market with  the  best possible  signals  by 
focusing  on  outputs  from  the  education  sector. 
Reformulating qualifications as competences cre-
ates  a new  system of expertise. This  is  perhaps 
the road towards a more constructivistic approach 
to knowledge and learning in comparison with the 
naturalistic  signalling function  of the  vocational 
system. 
(g) Policies focusing on the transition between 
the education system and the labour 
market 
The  active  measures  that  most  Member  States 
have devised to  assist young  people leaving the 
education system and entering the labour market 
are  covered  by  both  labour  market  and  educa-
tional policies. Efforts have been made recently to 
coordinate these measures better and therefore to 
step up  cooperation between the  various  players 
(e.g.  the  Ministries  of Education  and  Labour). 
This interaction is  essential if measures are to be 
made more efficient. 
(h)  Feedback from anticipation of  change and 
innovation in the employment system: 
preventive projects and initiatives of  the 
European Social Fund 
New methods are  currently  supplementing tradi-
tional research methods of recording and project-
ing  changes  in  the  qualification  demand.  These 
new approaches should provide feedback that can 
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be  fed  into  interactive  consultation  systems 
between  the' various  labour  market,  educational 
system and government players. In this  way, the 
predominantly  quantitatively-oriented  research 
models are embedded in a community of practice, 
and at the  same time systems for generating and 
exchanging more qualitative knowledge  are  cre-
ated.12 
(  i) Efforts to develop the formal knowledge 
base in educational spheres (Netherlands) 
In VET, knowledge is often of a largely informal 
nature among the various categories of VET pro-
fessionals.  Constructing  the  knowledge  base 
needed  in  order  to  develop  alternative  steering 
and  coordination  models  makes  it  necessary  to 
formalise  this  knowledge.  This  has  been 
attempted in the Netherlands with the creation of 
institutes  hosting  different  functions:  research, 
curriculum development, testing and test develop-
ment, etc. 
(j) Alternative financing strategies (collective 
funds and training vouchers) 
Financing  strategies  have  a  major  impact  on 
steering and coordination mechanisms. The intro-
duction  of market  mechanisms  into  the  budget 
traditionally  allocated  by  the  State  encourages 
market strategies. Distributing costs through sec-
toral training funds is  an  alternative that requires 
cooperative  interaction  and  decision-making. 
Training  vouchers  tend  for  their  part to  lead to 
quasi-markets.
13 
(k) Strategies to develop lifelong training 
These strategies make to necessary to coordinate 
the various parts of the education system and to 
create links and bridges. Many countries are start-
ing to introduce strategies of this type (or at least 
some aspects of them)14. 
12  See Chapter 5 of Part 4 of this  report and the  reference 
contribution of Wilson (2000). 
13  See Chapter 2  'The financing  of training' and the refer-
ence contribution of Green et al. (2000). 
14  See Chapter 1 of Part 2 of this  report and the reference 
contribution of Nf Cheallaigh (2000). 
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1.5. Conclusions 
In  order  to  coordinate  education/training  and 
employment a link must be created between a 
fundamentally State-managed education system 
and  an  employment  system  that  operates 
through market mechanisms. 
One solution that has been used involves steer-
ing via training demand (to ensure that it is co-
ordinated with supply). Quasi-markets are cre-
ated in which training providers have to  some 
extent to  adopt market strategies to respond to 
demand. Priority is  then given to output-based 
approaches. 
This approach is based, however, on a simplis-
tic view of many aspects of labour market sup-
ply  and  demand  coordination  and  makes  the 
dynamics  and  direction  of change  subject  to 
consumers'  choices.  VET  professionals  are 
forced to adapt accordingly. 
There are alternative steering and coordination 
mechanisms  that  go  beyond  the  conventional 
market/State  dichotomy,  such  as  corporatist 
mechanisms  or networks.  Choices  have  to  be 
based  on  an  analysis  of  existing  structures, 
identifying their main shortcomings and bottle-
necks,  so  that  appropriate  solutions  can  be 
devised. 
VET cannot be steered by a purely State-man-
aged  structure  as  it  continues  to  have  strong 
interconnections with the  employment system. 
Nor can  it be  regulated by  the  labour market 
alone  (market  failures,  timescale,  etc.).  VET 
steering is complex and requires coordination not 
just between different players (many of which 
can  be  considered  as  VET  professionals)15 
whether  individual  (pupils,  parents,  teachers, 
employers,  employees,  etc.)  or organisational 
(schools,  training  providers,  enterprise,  trade 
unions, etc.)-but also with higher level organi-
sations (legislative systems, governments, politi-
cal parties, labour market institutions, etc.). 
Development  of  coordination  and  steering 
strategies has  to be based on the  competences 
of, and cooperation between, VET professionals 
who  need not just to  be: coordinated with one 
another  but  also  to  forge  links  with  political 
structures, enterprises, the  social partners, etc. 
Associations and networks can be used for this 
purpose. 
15  The concept of VET professionals  is  analysed in  Chap-
ter 5. ______________________  Financing of  training 
Systems are  steered by  targeting policy strate-
gies  as  a function  of the priorities  attached to 
the various options: the distribution of decision-
making  powers  (decentralisation,  involvement 
of the social partners, etc.); the structure of edu-
cation and curriculum objectives; teaching and 
learning processes. 
In this Part one of the report, following this dis-
cussion of the general mechanisms of coordina-
tion, various themes that have an impact on the 
directions taken by VET systems will each be 
examined  in  a  separate  chapter:  financing 
(Chapter 2), reforms undertaken to improve the 
standing of VET (Chapter 3), the evolution of 
certification  and  the  validation  of non-formal 
learning (Chapter 4) and changes in the profiles 
of VET professionals (Chapter 5). 
Box  1.2:  TSER  project  'Education  governance 
and social integration and exclusion in  Europe' 
The  overall  objective  of this  research  project  is  to 
identify  relationships  between  education  gover-
nance  and  social  integration  and  the  exclusion  of 
youth in  European contexts and to discuss and pro-
pose  policies  on  governance  that will  help  to  min-
imise social exclusion and to maximise inclusion. Of 
special  interest are  student transitions between  dif-
ferent  levels or kinds  of education,  or from  educa-
tion to work or unemployment. 
In  order to  reach this overall objective, the following 
subsidiary objectives have to be fulfilled: 
•  to review and  analyse current research on  edu-
cation governance and social integration and 
exclusion among youth; 
•  to  describe  and  analyse  different  national/ 
regional  systems of education  in  the  context of 
educational  traditions  and  governance  strate-
gies in different European countries; 
•  to  describe and  analyse the  discourse on  edu-
cation governance in international organisations 
and  the  potential impact of this on  national dis-
courses; 
•  to  analyse  experiences  of,  and  strategies  to 
deal with,  new governance structures in  educa-
tion  among  politicians  and  administrators  as 
well  as teachers and  head-teachers in  different 
European countries; 
•  to  analyse  national  and  international  statistics 
on  social  integration  and  exclusion  related  to 
education; 
•  to describe and analyse the implications of edu-
cation governance for the social integration and 
exclusion of youth; 
•  to compare different national cases in  Europe, 
with a focus on  relations between education 
governance and  social integration and exclu-
sion; 
•  to  inform and discuss results and conclusions 
of this study with education actors in different 
contexts. 
In this project, it is considered of vital importance to 
analyse the  restructuring  of education  under differ-
ent  circumstances  and  to  make  comparisons 
between cases in different contexts. 
Coordinator:  S.  Lindblad,  University  of  Uppsala, 
Sweden;  E-mail: sverker.lindblad@ped.uu.se 
2.  Financing of training 
This  chapter  analyses  and  describes  current 
financing  models for training  in Europe and the 
ways in which they are changing .16 
We  will attempt to  highlight trends  in  the  opera-
tion of  financing  systems and their effect on the 
efficiency, quality and distribution of  the training 
supply. 
Financing  mechanisms  are  analysed  for  three 
main categories of training: initial and continu-
ing  training  and measures for  the  unemployed. 
Over and above these categories, two innovations 
are  also  examined and critically  reviewed:  out-
put-related funding and training vouchers. 
2.1. Introduction 
The picture sketched out here does not include all 
the  European  countries.  Pragmatic  criteria  were 
used  to  make  the  selection.  The  conclusions 
drawn are based on a detailed analysis of financ-
ing systems that is being conducted by Cede  fop .17 
The  following  countries  are  studied:  Austria, 
Denmark, France, Finland, Netherlands, Sweden, 
16  This chapter is based largely on the paper of A. Green et 
al., 2000:  'Financing vocational education and training'. 
Contribution  to:  Descy  &  Tessaring,  eds.  Training  in 
Europe. Second report on vocational training research in 
Europe 2000:  background report. Luxembourg: EUR-OP, 
Vol.l (published 2001). 
17  The  'Financing  Portraits'  are  published  by  Cedefop 
(1998e, 1999k, 1, m, n, o; 2000b, e) and are available for 
the  following  countries:  Austria,  Denmark, France, Fin-
land, the Netherlands, the United Kingdom, Germany and 
Spain. Portraits will  also  be  published for  Sweden, Bel-
gium, Luxembourg, Italy, Portugal, Greece and Ireland. 
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United Kingdom, Spain and Germany.18  Bearing 
in mind the  countries analysed (  over-representa-
tion of the North and under-representation of the 
South of Europe), it  should not be assumed that 
the  conclusions  drawn  could  be  applied  to  all 
countries. 
It should also be borne in mind that international 
comparative  studies,  and  in  particular  aspects 
connected with financing, raise certain problems, 
in particular: 
•  the  terminology  and  categories  used  vary 
from one country to  another with the result that 
different targets are studied and data are collected 
in different ways using differing definitions; 
•  there are major gaps in the data of all Euro-
pean countries, and few results are available con-
cerning  the  evaluation  of new  policies  imple-
mented. 
For  these  reasons,  we  shall  be  examining  the 
trends  apparent in each national context without 
making direct comparisons. 
The  context  in  which  financing  reforms  have 
taken place also needs to be described. In recent 
years, the policies implemented have managed to 
increase  participation  in  training  in  real  terms. 
This has led in tum to growing pressures on pub-
lic  budgets (which are  also  required to  bear the 
costs of overall economic change and the ageing 
of the population), owing to the combined effect 
of  reduced  taxation  revenue19  and  increased 
expenditure  channelled  into  social  welfare  and 
unemployment benefits. 
Although the  development of lifelong education 
is  at the core of political discourse, governments 
do not seem to be in a position to bear additional 
expenditure (OECD, 1996i; OECD, 1998f). 
Political discussions of VET financing are there-
fore concentrated around three themes: 
(a)  how  to  increase  the  proportion  of private 
investment; 
(b)  how to  make VET more efficient and effec-
tive; 
18  Green et al. (2000) analysed and summarised the 'Financ-
ing Portraits' for Denmark, France, Finland, Netherlands, 
Sweden and  the  United Kingdom. The  portraits of Ger-
many and Spain (Cedefop, 2000b, e)  were analysed and 
included as this chapter was being prepared. 
19 This  trend  has  recently  been  reversed  and  taxation  rev-
enue is again increasing. It remains to be seen whether the 
funds collected will be redistributed to VET. 
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(c)  how to ensure an equitable distribution of 
training. 
We  will  examine  how  some  innovations  could 
make it possible to achieve these objectives in the 
various types of training. 
2.2. Initial vocational education and 
training (IVT)20 
Various political considerations and trends have a 
direct  impact  on  the  financing  of IVT  and  the 
reforms to which it is subject. 
A number of general features  are  typical of the 
development of IVT systems:  political decision-
makers have tried to step up participation in post-
compulsory education; increasing unemployment 
among  young  people  means  that  the  stress  is 
being placed on those leaving compulsory educa-
tion  with  few  qualifications;  there  has  been 
renewed interest in apprenticeship and altemance 
in  some  countries  (F,  NL,  S, UK);  compulsory 
education has been extended, in some cases up to 
the age of 18. 
These developments and their expected social and 
economic impact have helped to increase govern-
ment  investment  (in  relative  terms  at  least)  in 
education  and  training.  The  resources  currently 
being  channelled  into  education  and  training 
seem to be sheltered from any risks of transfer to 
other areas with a high political priority. 
The increase in the real cost of  training and the few 
prospects of  budget increases are leading to a search 
for greater efficiency and effectiveness. Changes in 
regulation and financing methods are needed. 
Box 1.3: Effectiveness and efficiency 
In  general, the term  effectiveness refers to the abil-
ity of a person  or an  organisation to  produce a set 
result. The efficiency of a training programme refers 
to  its  cost-effectiveness ratio:  the  ratio between the 
results obtained and the  resources invested to  pro-
duce these results. 
20  Differences between systems and their implications from 
the  point of view  of data classification have  imposed  a 
number of constraints on this comparison: 
•  institutional  boundaries  (for  instance,  the  removal  of 
some aspects of IVT from compulsory education) have 
had to be imposed; 
•  a  broader  and  less  well-defined  comparison  category 
has had to be created; 
•  comparisons have had to be limited to levels of financ-
ing  and  historic  trends  within  countries  rather  than 
between countries. ·-------------------·----Financing  of  training 
2.2.1. Decentralisation of  financing 
mechanisms 
The most significant change in the organisa-
tion of IVT is the tendency to decentralise its 
control  and  financing.  This  aim  of  this 
process is to extend the IVT investment base, 
to make IVT more responsive to demand, to 
make suppliers more aware of cost issues and 
lastly  to  transfer  decision-making  to  those 
players who are most aware of local circum-
stances. 
Decentralisation scenarios have taken three non-
exclusive forms: 
(a)  the devolution of powers to  the regions and 
the local level; 
(b)  the delegation of aspects of decision-making 
powers  and  responsibility  (horizontally  and 
vertically) to various social partners; 
(c)  the  delegation  of responsibility  to  training 
institutions themselves. 
Decentralisation  and  greater  institutional  auton-
omy  often go  hand in hand  with  more  detailed 
methods of unit cost calculation and the develop-
ment  of a  consumer/training  provider  relation-
ship.  The  aim of all  such  measures  is  to  make 
expenditure  more  transparent  and  improve  its 
accounting  methods. A further  aim  is  to  reward 
the efficiency and quality of training providers. 
The  countries  examined  in  this  chapter  can  be 
grouped as follows from the point of view of their 
institutional and financing structure. 
(a) Centralised systems with some devolution 
of  power to  the regions and social partners 
(France and Austria) 
Central government continues to play a predomi-
nant role, largely because it is directly responsible 
for teachers' pay. Decentralisation is often used to 
enhance the powers of regions over taxation and 
the distribution of funds. The social partners are 
encouraged to play a part in apprenticeship pro-
grammes. 
(b) Decentralised systems of  social partnership 
(Denmark, Finland, Sweden, Germany and 
-as regards VET at school - Spain) 
Decentralisation  is  carried  out  by  transferring 
decision-making  powers  over  financing  to  the 
local authorities. The aim is to encourage rational 
economic  approaches  and  cost  evaluation,  to 
reduce  the volume of the  central budget and  to 
make  the  training  supply  more  accessible  by 
bringing it closer to its target audiences.21 
(c) Market systems (United Kingdom and, to a 
lesser extent, the Netherlands) 
Administrative and financial control is delegated 
to training providers. Centralised control is, how-
ever, retained over strategic issues such as setting 
of standards,  qualification  systems  and  overall 
resource distribution. 
2.2.2. Sources of  financing 
These  include,  in  general,  taxation  collected  at 
national, regional and local level, levies collected 
from employers, European funds and registration 
fees  paid  by  individuals.  Although  the  public 
authority  contribution  is  by  far  the  largest,  the 
contribution from  employers may be  substantial 
when training  takes  place  at  the  workplace  (D, 
DK, F, UK, A). The European Union contribution 
varies depending on eligibility for  special funds 
(for instance, European Social Fund subsidies for 
countries or regions facing difficulties). 
2.2 .3. Resource distribution mechanisms 
Table  1.1  reviews  the  mechanisms  by  which 
resources  are  distributed  to  training  institutions 
(schools  and measures  for  young  people), pres-
ents their main features  and provides an evalua-
tion. 
With  the  exception  of the  input-related  - and 
most conventional  and  widespread - model, all 
financing models represent attempts, with varying 
degrees of success, to use financing mechanisms 
to regulate provision and to  achieve a high level 
of efficiency,  effectiveness,  quality  and  equity. 
Two  innovations  in  the  financing  of training  -
output-based funding and training vouchers- will 
be discussed at the end of this chapter. 
Despite some innovations, IVT financing con-
tinues to be largely input-related. In an attempt 
to  reduce  costs,  however,  criteria  are  being 
refined and more complex allocation methods 
are being applied. 
21  In  Spain,  the  decentralisation  law  made  seven  of  the 
Autonomous Communities responsible for education and 
its  financing  (special  privilege  and Article  151);  central 
government retained responsibility and continued to pro-
vide financing for the ten other Autonomous Communities 
(Article 143). 
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Input-related funding 
input- and 
output-related funding 
models<a) 
National formulae based on  the number 
of participants in  relation to the cost 
of courses. Form of lump-sum funding. 
Teachers' pay (normally accounting 
for 80% of financing) is not 
at the discretion of institutions. 
The proportion of financing actually 
delegated is fairly small. 
This is currently the most widespread 
model in the countries compared. 
The whole budget is officially delegated 
to the institution. 
The funding of institutions is based on 
a set of input and output criteria 
(in the case of further education colleges 
in  the UK:  number of students, course 
fees,  services offered- guidance, etc. 
-student retention and course results). 
This model is being studied in several 
countries but has not as yet been applied 
on  a large scale (it is to be introduced 
in  2000 in  the ROCs (Regional Training 
Centres) in the Netherlands). 
EvaluatiOn  . 
The development of more 'sensitive' 
input-based models, rather than financing 
based on previous years, is intended to 
make providers more attentive to costs 
and to  promote rational economic 
approaches at local level. 
These models tend to maximise 
recruitment rather than quality, 
particularly when some providers 
have a monopoly. 
In  mixed models, funding allocations 
depend to some extent on  quality criteria 
(such as the provision of initial guidance 
or retention) and course results. 
In  the case of the British experiment, 
this type of funding was initially 
interpreted as an input model which led 
to an increase in  recruitment with the 
issue of quality emerging only some 
years later. 
The success of the model seems to 
depend on the balance between input 
and output criteria. 
-----------------------~--------------~----------------------·----------------------1 
Contract models 
Training voucher models 
While this is also an input/output model, 
it has substantially more output elements 
than the mixed model. 
It involves the negotiation of performance 
contracts. 
Used in the United Kingdom for the 
'Youth Training' schemes, it was also tried 
out in the United States at the end 
of the 1980s and beginning of the 1990s. 
Students are offered training vouchers 
which they can use to 'buy' education 
and training. 
By transforming the recipient into a 
purchaser/consumer, the aim is to 
increase individual commitment. 
The real value of the training voucher 
is nominal as institutions are paid on 
the basis of the cost of their various 
programmes. 
Tried out in the 'Youth Training' 
schemes of the early 1990s. 
The main objective is to reduce funding 
costs through student performance. 
The experiments that have taken place 
show that models that are geared more 
towards outputs have pernicious effects 
(for instance creaming off of students and 
fraudulent activities on the part of training 
providers) 
Research into the pilot Training Credit 
projects in the United Kingdom shows that 
training vouchers do not encourage 
students to become more involved in their 
educational choices and do not increase 
the training demand. 
Training vouchers are again on  the agenda 
of the new labour government in  the form 
of 'Individual learning accounts', this time 
for adults. 
(a) Output-related funding methods and training vouchers are discussed in further detail in  Section 2.5. 
Source: Green eta/., 2000. 
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2.2.4. Financing of  apprenticeship 
Apprenticeship  is  subject  to  different  rules  as 
employers play a major role in it. The general pic-
ture  seems  to  be  that  the  State  takes  full  (or 
almost full)  responsibility for the  school compo-
nents of this kind of training and employers take 
responsibility for all (or almost all) of the practi-
cal components. 
Employers may finance apprenticeship directly or 
through collective funds (DK, F and D to a lesser 
extent: sectoral funds, cooperative training). 
A distinction can be drawn between two kinds of 
system, depending  on the  relative  weight of the 
contributions  made by  the  State  and  employers: 
either the majority of funds come from the State 
(Finland, Netherlands and Sweden) or employers 
contribute  a  higher proportion  (Austria,  France, 
Germany  and  Denmark). There  is, however,  no 
standard financing  system. Each model  depends 
on  political  structures,  labour  market  traditions 
and the specific ways in which apprenticeship has 
evolved in each country in comparison with IVT. 
2.2 .5 Future trends 
There seem to be few indications of a significant 
growth  in  participation  in  the  16-19  age-group, 
since  participation  is  already  very  high  (except 
perhaps in the United Kingdom and Spain where 
participation  is  substantially  lower  in  this  age-
group); the cost of IVT should therefore level out. 
~  ~ 
Increases  in  other  types  of public  expenditure 
mean, however, that budgets are likely to be even 
tighter. The tendency is thus to look for efficiency 
(containing  or reducing  costs)  and  effectiveness 
(improving results). This may well be reflected by 
the following reforms (based on the models cur-
rently in place in the countries studied): 
•  France  and  Austria:  increased  public  decen-
tralisation; 
•  Spain:  continuing  decentralisation  to  the 
Autonomous Communities which do not as yet 
have powers over education or its funding; 
•  Denmark,  Germany,  Finland  and  Sweden: 
greater  decentralisation  through  increased 
institutional autonomy; in Germany, collective 
and in particular cooperative funds  are  likely 
to increase in importance; 
•  United  Kingdom:  trend  towards  regionalisa-
tion with renewed interest in public planning; 
•  The  Netherlands:  increased  decentralisation 
and a liberal orientation, with priority attached 
to steering by output-related funding. 
Figure 1.3 gives a simplified overview of the cur-
rent position and likely future trends in the vari-
ous countries  examined. Readers  should bear in 
mind, however, that this is  no  more than an out-
line and that conflicting developments can some-
times be found within individual countries. 
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training (  CVT)22 
Introducing  lifelong  education  policies  tends  to 
enhance  the  role  of CVT.  In  all  the  countries 
examined, the volume of funding channelled into 
CVT has  increased  and  it would seem that  this 
trend is  set to  continue (Table  1.2). It would also 
seem that individual  investment in training  was 
more  substantial during  the  1990s  (although the 
data do not make it possible to obtain a clear and 
consistent picture). 
This raises a number of questions: how can gov-
ernment resources  be distributed? how  can effi-
ciency be improved? and most importantly, how 
can  further  private  investment,  especially  by 
enterprises, but also by individuals, be generated? 
CVT  is  currently  a  mix  of  training  activities 
including: 
•  training schemes offered by public education 
and  training  establishments  which  are  largely 
funded by the national, regional and local author-
ities,  although  employers  and  individuals  may 
make a contribution to direct and indirect costs; 
22 The definition of  continuing vocational training used here is 
broad and covers all training for workers (excluding IVT). 
It therefore covers VET at or outside the workplace and 
long-term education for adults, with the exception of edu-
cation taking place solely in a higher education institution. 
Using this definition raises a whole set of method prob-
lems that limit the scope of comparative studies of financ-
ing in countries at a general level. 
Austria  1986-97 
Denmark  1985-96 
England  1986n-96/7 
France  1987-96 
Finland  (a)  1986-96 
Spain  (b)  1995-96 
Netherlands  1986-96 
188 
263 
261 
174 
•  training  schemes  offered by  private educa-
tion  and  training  establishments  (including  non-
profit-making associations and non-governmental 
organisations  - A,  S)  whose  direct  and  indirect 
costs  are  borne  by  enterprises  and  individuals, 
although government funds may in some cases be 
used by individuals or enterprises to finance train-
ing; 
•  in-company education and training paid for 
by employers who bear the majority of direct and 
indirect costs; occasionally, the national, regional 
and  local  authorities  may  grant  subsidies  and 
individuals may  (directly  and/or indirectly)  con-
tribute to costs. 
2.3 .1. Sources and mechanisms of  financing23 
CVT has six potential sources of financing: 
(a)  the European Union; 
(b)  taxes levied nationally; 
(c)  taxes levied regionally or locally; 
(d)  private enterprises; 
(e)  training  funds  into  which  levies  are  chan-
nelled (under social partnership agreements); 
(f)  individuals. 
23  An  analysis  by  Elson-Rogers  &  Westphalen  (2000)  has 
made it possible to include various other countries in this 
section. 
162 
187  206 
143  700 
142 
161  110 
(a)  Unlike other countries, Finland indexed all pre-1996 data to  1996 level. 
(b)  Financing amounts based on the training levies collected from employers and employees, not including EU  contributions. 
Source: Elson-Rogers & Westphalen, 2000. 
60 At  present,  the  direct  costs  of  CVT  are 
largely borne by companies. As  a  result of 
· growing pressure on public finances, public 
'  authorities  are  keen  for  companies  to  con-
, tinue to invest in training, even increase their 
. investment. They would also like more peo-
; pie to pay for training from their own funds 
(OECD, 1998f). 
According to  Green et al.  (2000), the  financing 
mechanism used  depends  on  the  regulation  sys-
tem  to  which  priority  is  given:  State-managed 
regulation;  social  partnership  regulation;  or 
demand-led market regulation. 
These three mechanisms  form  a  continuum. All 
three are  to be found in the countries examined, 
although the way in which the financing of train-
ing is used to steer the training system means that 
priority tends to be given to one or another. 
2.3 .1.1.  State-managed regulation 
National  legislation  and  planning  methods 
are used to regulate supply and financing. All 
: the  Member  States  use  this  mechanism  to 
· guarantee that certain population groups have 
: access to CVT, thus ensuring that training is 
'  distributed in a socially acceptable way. 
This  type  of regulation  has  three  main  advan-
tages: 
(a)  simpler  planning  of  national  training  and 
skill needs; 
(b)  major centralised control of the quality of the 
supply; 
(c)  strategic supervision of the distribution of the 
supply. 
These three advantages make it possible to ensure 
that training  opportunities  are  distributed  in  the 
best possible way. 
However, this type of regulation has certain draw-
backs:  lack of flexibility  - and  therefore of the 
ability to react to demand and individual needs-
and substantial dead weight effects. 
2.3  .1 .2. Social partnership regulation 
Sectoral  agreements  between  social  partners  are 
used  to  regulate  the  training  demand.  In  some 
countries, a proportion of enterprise investment is 
obtained by collecting levies or through collective 
agreements. The funds collected may be absorbed 
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into public expenditure or administered separately 
by the social partners. In some cases this  system 
is not that different to the previous system, as it is 
sometimes  the  State  that  initiates  or formalises 
funding  by the  social partners  (F,  DK). In some 
countries, this mechanism is limited to a few sec-
tors (IRL, NL, D, UK to a limited extent). 
.'  The main advantage of this kind of system is 
; that it tends to offset market failures  which 
,  may  discourage  individuals  and  enterprises 
from  investing  in  training.  This  system 
makes it possible to create strong and trans-
parent links between recruitment, promotion, 
. pay and training; these links in turn stimulate 
· demand. Theoretically it fosters a better dis-
tribution of training supply, including sectors 
in recession, by taking in contributions from 
both  sides and creating  collective  funds.  It 
also  enables  training  to  be planned  (as  in 
France where training plans have to be drawn 
up before subsidies are awarded). 
This  system  is  not  popular,  however,  among 
employers. In France, it is  felt to  be too bureau-
cratic. It is also felt to work against SMEs and to 
generate training which is not of very good qual-
ity; training policy is felt to be reduced to a sum 
of money  to  be  spent  rather  than  based  on  an 
analysis of needs. 
In France, for instance, this system has however 
encouraged  companies  to  make  a  substantial 
investment in training. This investment is at pres-
ent higher than the percentage represented by the 
levy.  Making  training  funds  collective  is  also 
leading to  greater investment in the  Netherlands 
and Denmark. 
2.3 .1.3. Regulation by demand 
This  system is  based on  the  voluntary action of 
enterprises and individuals. It may be supported 
by passive measures, for instance the abolition of 
taxes, and by active measures: training leave (e.g. 
F,  E, D, DK), grants, training vouchers (e.g. B), 
individual learning accounts (UK).24 
Active  measures  may  be  financed  by  national, 
regional  and/or  local  authorities  and/or  by  the 
social partners (including companies). 
24 Initiatives in  various Member States involving the distri-
bution of training vouchers  or the  creation of individual 
learning  accounts  are  discussed in section  2.5.2.  of this 
chapter. 
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Regulation by demand has four potential advantages: 
(a)  it satisfies the direct needs of employers and 
workers as they arise; 
(b)  it does not generate a dead weight effect; 
(c)  it is more flexible; 
(d)  and,  as  a  result of the  three  above  advan-
tages, it is potentially more effective. 
The adverse effects of regulation by demand can-
not, however, be disregarded. This system, which 
is  based entirely  on individuals  and  employers, 
does little to safeguard national interests from the 
point of view of skill development and competi-
tiveness, or the  creation and support of socially 
desirable training initiatives (which cannot now be 
provided by IVT alone). Individuals generally tend 
to under-invest in CVT, since they find it difficult 
to perceive its value and usefulness, and may have 
problems  financing  it.  Employers  have  similar 
problems:  it is  difficult for  them to define what 
skills are needed and they are afraid that that they 
might not benefit from training (for instance, when 
workers have to be laid off or are poached from the 
company). Moreover, demand for training cannot 
be planned, it is subject to the fluctuations of the 
economy  and  cannot ensure  quality  and equity. 
This mechanism forces VET professionals to adapt 
their practices and use market strategies. 
Nevertheless, regulation by demand, which is 
being viewed with increasing interest by Euro-
pean countries, seems  to be the  factor  most 
likely to stimulate private investment in CVT. 
The drawbacks of this kind of regulation, as 
discussed above, would indicate that regulation 
by the social partners using contribution funds 
is the better option. However, allocating public 
funds  to  enterprises  and  individuals  (active 
measures, such as the distribution of training 
vouchers). may make it possible to offset some 
of  the shortcomings of  regulation by demand. 
2 3.2. Distribution of  resources to providers, 
employers and individuals 
The  way  in which resources  are  distributed obvi-
ously depends on the source of  financing of  CVT and 
the existence of agreements between social partners. 
2.3 .2 .1. Distribution to providers 
There are three main mechanisms: 
(a)  direct lump-sum funding paid on the basis of 
historical data (e.g. S); 
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(b)  unit allocation based on the number of equiv-
alent full-time students (e.g. DK, FIN); 
(c)  unit allocation on the basis of the number of 
equivalent  full-time  students  and  including 
performance criteria (e.g. UK).25 
2.3 .2 .2. Distribution to employers 
Distribution takes three main forms, the first two 
of which can be used in countries where regula-
tion is achieved through agreements between the 
social partners: 
(a)  distribution of collective funds  on the basis 
of the number of training days  allocated to 
each worker; 
(b)  distribution of collective funds in accordance 
with a training plan; 
(c)  targeted  State  subsidy,  tax  exemptions  and 
other concessions. 
2 .3 .2 .3. Distribution to  individuals 
Individual funding may take two forms: 
(a)  targeted allocation in the form of tax conces-
sions, loans on demand and/or expenses; 
(b)  allocation  of a  flat-rate  amount  (individual 
learning accounts) or training vouchers to be 
used to pay for training schemes (experiments 
are being planned in UK, F,A, US, Band S).26 
233. Prospects 
The growth in the volume and coverage of  CVT 
and the  introduction of lifelong  learning will 
make it  necessary to increase private investment. 
Mechanisms will therefore need to be introduced 
to ensure that training opportunities and resources 
are distributed equitably among enterprises (  espe-
cially  SMEs),  sectors  and  individuals,  while 
ensuring output-related financing and competition 
between providers. 
2.4. Financing of VET for the unemployed 
VET schemes for the unemployed are intended to 
improve  their  qualification  levels  or  specific 
skills  so  that they can be brought back into the 
labour market.
27  The target groups for this kind 
25  See the discussion of output-related funding in section 2.5.1. 
26  See the discussion of training vouchers in section 2.5.2. 
27  For a discussion of active measures for the unemployed 
that take account of the lack or deterioration of skills, see 
the reference contribution of Bollens (2000) and Chapter 
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of training  vary  in  different  countries.  The  fol-
lowing  active  measures  will  be  examined here: 
training  programmes,  training  and  measures  to 
help  people  acquire  experience  on-the-job,  job 
creation  (including  special  employment  con-
tracts)  and  other methods  of support (guidance, 
assessment, etc.). 
In  the  1990s,  passive  measures  (payment  of 
unemployment  benefit)  were  supplemented  by 
active  measures.  This  change  obviously  had  an 
impact  on  resource  distribution.  Targeted  pro-
grammes, including various training models, were 
set up  in  most  countries.  There  was  a growing 
awareness  that  needs  were  wide-ranging  (for 
instance: UK- New Deal, F-TRACE, DK). The 
success of these programmes depended neverthe-
less on greater investment. 
Four distinct aspects of the financing of training 
for the unemployed can be discerned: its level, its 
sources, its structure and its distribution. 
(a)  There is  a relationship, in some cases indi-
rect,  between  unemployment  rate  changes  and 
the  level  of funding  (Figure  1  .4).  Other factors 
may also have an  effect on expenditure. Falling 
unemployment may in some cases make it neces-
sary  to  increase  training  efforts  for  people 
remaining  unemployed  (DK).  The  level  of 
funding for this type of scheme seems to depend 
largely on the extent to which the public author-
ities  wish  to  combat unemployment (and  there-
fore social exclusion, as  in France and Finland). 
EU action may also determine funding levels (E). 
The  proportion  of VET  expenditure  earmarked 
for  the  unemployed  has  generally  increased 
(Table  1.3). 
(b)  Everyone  agrees  that training for  the  unem-
ployed  must  be  financed  chiefly  from  public 
funds. The various possible sources are:  national 
or regional taxes, unemployment insurance funds, 
contributions from private enterprises and house-
holds, contributions from the social partners and 
other public authorities and EU subsidies. 
In  Denmark and France, the private sector plays 
an  indirect role in financing by remunerating the 
services  provided by  unemployed people placed 
in enterprise. In Finland, 50% of the cost of some 
training programmes is borne by the private sec-
tor (  6% of the budget channelled into training for 
the  unemployed in  1996). In Spain, the  training 
levy  collected  from  enterprises  and  workers 
finances  a  proportion  of training  for  the  unem-
ployed; the remainder is generally covered by the 
European Social Fund. 
(c)  Various  reforms  have  been  introduced  in 
relation  to  the  structure  of funding  in  order  to 
make it more efficient. They may be grouped into 
three main categories: 
•  decentralisation  to  regional  institutions  and 
employment agencies (DK, NL, FIN, S, E) in 
order  to  distribute  tasks  better  between  the 
national  and  regional  levels  and  the  social 
partners; 
•  more  substantial  government  intervention  as 
part  of  enhanced  concertation  with  the 
regional and local levels; 
•  tendency to privatise services - but not financ-
ing (DK, FIN, NL, S), since stronger competi-
tion  is  assumed  to  increase  efficiency  and 
quality. 
Even  though  bargaining  is  now  more  intensive 
and  more responsibilities  are  being delegated to 
the  regional  institutions  and  the  social  partners, 
central  governments  seem  to  be  keeping  the 
organisation  of  training  for  the  unemployed 
among their prerogatives. The allocation of funds 
is  often linked to  performance-based objectives. 
Measuring  performance  solely  against  results 
may, however, bring about the pernicious effects 
connected  with  the  application of output-related 
funding28 that run counter to the objectives of this 
kind of training. 
2.5. Financing mechanisms for training-
innovations 
Changes in the criteria by which funds for educa-
tion and training are allocated are all intended to 
provide  greater  objectivity.  States  are  gradually 
moving away from the provision of services and 
toward  the  consumption  of  services,  a  trend 
which  is  encouraging  them  to  rationalise  their 
expenditure (new and more accurate formulae for 
calculating inputs, performance criteria, funding 
by demand; see Table 1.1). Two innovations char-
acteristic  of  these  new  trends  are  examined 
below. 
2.5  .1. Output-related funding29 
Output-related funding makes the payment of all 
or part of the  resources  allocated  to  institutions 
subject to the achievement of certain performance 
28  See section 2.5.1 of this chapter. 
29  This  analysis  of output-related  funding  draws  to  some 
extent on Felstead (1998). 
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Austria  9.1  9.1  9.8 
Denmark  17.8  24.3  22.8 
Finland  11.7  11.1  16.0 
France  9.8  11.4  12.9 
Netherlands  7.3  10.2  8.3 
Sweden  9.4 
United Kingdom  38.7  21.1  16.3 
NB: The figures for Denmark refer to  1985,  1990 and  1996 
respectively. 
The  figures  for the  United  Kingdom  are  based  on  recurrent 
public expenditure on VET in  England only. 
Source: Green eta/., 2000. 
criteria, rather than input criteria (i.e. registration/ 
participation, length/nature of the programme). In 
some cases, funding depends on a combination of 
input and output criteria. 
The introduction of this  type of mechanism has 
several potential advantages for policy-makers: 
•  a more flexible supply from training providers 
who can formulate  and adapt programmes to 
meet objectives; 
•  improved performance; 
•  better  use  of  resources,  since  training 
providers need to  show  a degree of commit-
ment; 
•  simpler administration and clearer accounting 
criteria. 
·.  Output-related  funding  has  a  number  of 
,:  advantages  from  the  point of view  of effi-
·.  ciency,  since  it  encourages  providers  to 
' improve some aspects of their training policy 
· and the way in which they use their revenue. 
: Policy-makers  can  also  use  output-related 
; funding as a  steering mechanism to achieve 
.·  certain key objectives. 
From an  operational  point  of view,  introducing 
output-related funding makes it necessary to find 
a fair balance between input and output criteria so 
as  to  achieve  the  highest possible efficiency  of 
training schemes, while reducing costs. 
Care also  needs  to  be taken in defining  not just 
which results are being sought but also how they are 
to be measured. There are three possible solutions: 
(a)  measurement in absolute terms (by assessing 
the  results  achieved  by  the  institution  irre-
spective of the initial competence of partici-
pants); 
(b)  measurement  in  relative  terms  (by  linking 
funding to an improvement in the provider's 
performance); 
(c)  measurement by added value (by comparing 
participants' results with their level on entry 
into the programme). 
While  the  third  kind  of measurement  is  more 
likely to minimise the negative effects of output-
related  funding,  it  also  leads  to  the  greatest 
increases in transaction and follow-up costs. 
Despite its  obvious  advantages  in  terms  of 
. steering and efficiency, output-related funding 
, has potentially pernicious effects that need to 
::  be taken into account: creaming off of partici-
pants;  distortion  of  supply  towards  pro-
grammes with a high success rate; simplifica-
~  tion of content; increased audit and follow-up 
costs;  lowering  of assessment  standards  to 
increase success rates; concentration on short-
.•  term results;  and an impoverishment of the 
, possible ways of  developing human resources. 
Box 1.4: Creaming off 
Creaming  off refers  to  the  selection,  on  entry  into 
training,  of those  candidates  most likely to  achieve 
objectives. To  boost their own  performance, training 
programmes  prefer to  address  themselves  to  high 
achievers  (in  terms  of learning  capacity  or  labour 
market success). 
Experiments  in  the  United  Kingdom  and  the 
United States, reported by Felstead (1998), show 
that the potential adverse effects of output-related 
funding should not be underestimated: 
•  creaming off is undoubtedly a problem of out-
put-related funding; 
•  in  the  absence  of corrective  measures, long-
term and/or expensive programmes tend grad-
ually to be abandoned in favour of short-term 
and/or inexpensive programmes; 
•  the financial equilibrium of some providers is 
threatened  and  the  market  access  of  new 
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providers  becomes  more  difficult,  thereby 
reducing the supply and therefore competition; 
•  policy-makers have to make a choice between 
complex but equitable measurements and sim-
pler  measurements  that  are  less  appropriate 
but easier to administer; 
•  some fraudulent practices have been reported; 
•  additional  transaction  costs  have  also  been 
reported:  follow-up,  recording  and  reporting 
on results  (Felstead,  1998;  Green  and  Mace, 
1994; Kath, 1998). 
Moreover, as output-related funding is rarely used 
as  the  sole  method of regulating financing, it is 
therefore difficult to assess its impact in isolation. 
The  evaluation  of  such  financing  models 
shows that they run counter to the objectives 
of equity and quality and that they shift a pro-
portion of  the cost of  training away from initial 
investment into the follow-up of  results. 
It  seems, however, that output-related funding may 
have beneficial effects in terms of quality and effi-
ciency and that distortions can be prevented if cer-
tain conditions are met (e.g. using output-related 
funding appropriately to supplement other financ-
ing mechanisms, with output criteria that allow for 
a full range of learning objectives, defined as gen-
uinely measurable indicators). Nevertheless, there 
is  no  denying  that  an  increasing  proportion  of 
administrative costs tends to be swallowed up by 
audit  and  follow-up.  Increased  efficiency  goes 
together with an increase in transaction costs. 
2.5  .2. Training vouchers30 
Training vouchers are an innovation as they make 
it possible to finance the demand for, rather than 
the  supply  of,  training.  Large-scale  use  of this 
type of mechanism would completely change the 
methods  by  which  education  and  training  is 
financed today. 
Training vouchers are allocated to recipients who 
can  redeem  them  in  the  education  or  training 
establishment of their choice. Purchasing power 
is therefore transferred to the individual without a 
transfer of actual money  (at least in  the  case of 
the conventional voucher31). When their value is 
30 This section is based on West et al. (2000). 
31  The Individual Learning Accounts recently introduced in 
the UK  represent a genuine transfer of money from  the 
State to the individual. 
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other than financial  (for instance when they  are 
made  out  in  training  hours)  they  are  known  as 
'quasi-training vouchers'. 
The basic principles governing the introduction of 
State-funded  training  vouchers  are  as  follows 
(West, 1996): 
•  they  offer  individuals  (rather  than  training 
providers)  an  incentive  to  undertake  training 
and promote consumer choice; 
•  they help with personal development. Individ-
uals  choose  their  own  training  routes  which 
may well help to improve their motivation; 
•  they stimulate the demand for training and for 
better quality, as  individuals are aware of the 
value of their investment; 
•  they make up for market failure, for instance by 
compensating  any  handicaps  on  the  part  of 
SMEs or by satisfying skill needs in some fields; 
•  they  help  to  combat  social  inequality,  for 
instance by linking the award - and the value 
-of  the voucher to income levels; 
•  they  promote  competition  between providers 
and  the  matching  of courses  to  participants' 
needs; 
•  they improve access to private services. 
Training  vouchers  also  make  financing  more 
transparent. This is felt to make the system more 
efficient, to  improve quality, to  generate greater 
interest and to promote equity. 
Awarding training vouchers that cover a propor-
tion of training costs, with the remaining amount 
being  paid  by  the  enterprise  or the  individual, 
encourages  cofunding  and  therefore  stimulates 
private investment. 
Training vouchers may also be funded directly by 
private enterprises. In such cases, they no longer 
function as demand-led market regulation mecha-
nisms but are  intended to  involve workers  more 
closely in their own training. 
As  part of a policy of lifelong learning, it could 
be envisaged to use vouchers to finance the train-
ing of individuals up to  a certain level of educa-
tion (Osterbeek, 1998; Hans Bockler Foundation 
Committee of Education Experts). In addition to 
all  the  principles  discussed  above,  vouchers 
should then in theory allow wider access to train-
ing;  help  to  offset  income  and  educational 
inequalities;  distribute individual training capital 
throughout life;  and ensure uniform treatment of 
all post-compulsory education. ----------------------------------------------------------------------------------- ·-·---------------·----- --·--------------------------------------------------------·-- Financing of  training 
Achieving  the  objectives  targeted  by  trmnmg 
vouchers nevertheless depends on the parameters 
attached to them (target group, currency, format, 
etc.). 
If they  are  to  meet  criteria  of equity,  effi-
ciency and effectiveness, vouchers have to be 
accompanied  by  the  provision  of informa-
tion, counselling and guidance so that people 
can  make  informed  choices.  The  training 
market also  has  to  be regulated  so  that the 
variety of supply is guaranteed; furthermore, 
consumers  and  their  choices  need  to  be 
monitored. If they are to be efficient, training 
vouchers  require  a  highly  flexible  system 
(organised,  for  instance,  as  training 
modules).  There  needs  to  be  some  consis-
tency  not  just  between  modules  but  also 
between the guidance service supply, so that 
individuals  can  design  an  appropriate 
training route. 
Training  vpuchers  are  generally felt  to  have  the 
following drawbacks: 
•  dead weight effect; 
•  high administrative costs; 
•  they  may  exacerbate  social  inequalities 
(vouchers that have to be topped up from per-
sonal funds  may be of more use to people on 
medium to high incomes); 
•  the supply is in some cases inadequate, which 
may in practice limit choices (for instance, in 
regions with low population densities); 
•  they may pose a threat to the budgetary stabil-
ity and planning ability of some providers. 
Training  vouchers  have  been  allocated  in  some 
European  countries  (UK,  F,  A,  B)  and  in  the 
United States. West et al. (2000) note that training 
vouchers  or  similar  systems  are  very  flexible 
mechanisms that can meet a whole range of eco-
nomic as  well as social and political objectives. 
2.6. Conclusions 
As the development of lifelong learning contin-
ues,  pressure  will  be  exerted  on  the  public 
finances  of many  industrialised countries. The 
issue is now one of containing budgets, encour-
aging private investment, and stepping up effi-
ciency and effectiveness while ensuring equity 
and quality. 
•  IVT (with the exception of apprenticeship) 
is predominantly funded by the State. Its budget 
is  continuing  to  grow  in  real  terms  in  many 
countries, although examples of unit cost reduc-
tions are also to be found. 
•  The potential expansion of CVT is  unlim-
ited. This  raises  concerns  about  the  ability  of 
States to  control cost increases. CVT expendi-
ture has increased in most countries (with levels 
remaining stable only in Austria). It is therefore 
necessary to find methods by which investment 
by  private  enterprise  and  individuals  can  be 
encouraged. 
•  The budget channelled into training for the 
unemployed  has  so  far  developed  in  parallel 
with the unemployment rate. However, with the 
exception of the United Kingdom, it is  still ris-
ing  everywhere,  even  when  unemployment  is 
levelling  off or  falling.  This  type  of VET  is 
funded chiefly by the State. 
To contain the costs of VET, States are trying to 
implement  various  measures  to  make  it  more 
efficient, such as the decentralisation of regula-
tion and financing and the introduction of new 
mechanisms for distributing resources, based on 
more accurate measurements of both inputs and 
outputs.  In  some  cases,  these  measures  are 
accompanied by greater autonomy for training 
institutions  as  well  as  greater  competition 
between providers. 
The  current  trend  towards  decentralisation 
seems  set to  continue. However, this  develop-
ment could well be accompanied by a strength-
ening  of State  prerogatives  in  strategic  areas 
such as the setting of standards. 
As  innovations in the  financing of training are 
still limited in extent and the data available are 
very  incomplete,  it  is  at  present  difficult  to 
carry  out  a  genuine  evaluation  of their effec-
tiveness and impact. The results available show 
that radical policy choices (output-related fund-
ing)  have  adverse  effects  that  run  counter  to 
equity and quality. It is also too early to  assess 
the efficiency of training vouchers, which are at 
present being used only on a small scale. 
More precise national and international data and 
more  systematic  research  into  the  effects  of 
these new funding mechanisms would allow for 
better  monitoring  of  VET  expenditure  and 
would also make it possible to evaluate innova-
tions and institutional reforms. 
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The quest for efficiency and effectiveness also 
has to  be underpinned by more reliable meas-
urements of the cost-benefit ratio of training. 
Financing  mechanisms  for  training  are  also 
being  used  to  steer  VET  systems.  Decisions 
taken in this  area therefore have repercussions 
that may have an impact on the development of 
VET. 
Policy implications 
Decentralisation can take  two  forms.  First, an 
administrative  form  where  powers  and  some 
financing are delegated to more local levels of 
the  public administration (regions, municipali-
ties) in order to step up local financial contribu-
tions and improve responsiveness to local situa-
tions.  Second,  a  market  form,  designed  to 
increase  competition  between  providers  and 
develop a relationship between training recipi-
ents  and  providers.  Would  a  combination  of 
these two approaches lead to greater efficiency, 
responsiveness, quality and equity? 
As  discussed  above,  the  need  to  find  private 
investors in CVT means that countries are tend-
ing  to  focus  on  market  types  of regulation, 
based on demand, in order to determine the sup-
ply  and financing  of training.  So that VET is 
not completely  steered by  market  forces  (and 
therefore  to  avoid  undesirable  social  effects), 
States need to study the possibilities of strategic 
action  in  fields  such  as  minimum  standards, 
inspections  and  audits,  controlling  social 
inequalities  and  long-term  planning  of  skill 
needs.  Alternative  steering  mechanisms  (see 
Chapter 1) need to be introduced, involving e.g. 
associations. This is also the case with training 
fund administration. 
The analysis  of systems  shows  that financing 
mechanisms also play a part in steering and reg-
ulation.  Objectives  should  not,  however,  be 
confused. Output-related funding, which tries to 
combine equity and profitability, may be failing 
on  both  counts.  Even  if this  is  an  extreme 
example, this  reasoning  applies  to  all  areas of 
financing.  The issue is  therefore  to  strike  the 
right  balance  between  cost  management  and 
system regulation; to give priority to one or the 
other depending  on  need;  and  to  monitor the 
effects of both these parameters. 
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Box  1.5:  TSER  project  'Public  funding  and  pri-
vate returns to education (PURE)' 
The objective of this project is to study the impact of 
different  systems  of  public  financial  support  for 
school  attendance  on  observed  outcomes  in  the 
labour market, particularly in terms of the levels and 
dispersion  of private  returns  to  education  and  edu-
cation-related inequality in earnings. 
The  project divides  into  four  closely  related  issues 
as follows: 
(a)  analysis  and  comparison  of wage  and  human 
capital  structures and  private returns to  educa-
tion  between  countries  and  within  countries 
over time; 
(b)  analysis of the impact of country-specific trends 
in educational returns and of changes over time 
in  underlying market forces; 
(c)  analysis  of the  structure  and  evolution  of the 
national  systems of education,  admission  rules 
and  systems  of  financial  support  for  school 
attendance to be used as an  input; 
(d)  analysis  of  the  effects  of differing  systems  of 
public support for the cost of education to  indi-
viduals  and  admission  rules  on  the  private 
returns to education and  on  earnings inequality 
related to differences in educational attainment. 
Coordinator:  R.  Asplund,  the  Research  Institute  of 
the Finnish Economy,  Finland. 
E-mail:  rita.asplund@etla.fi 
3. Standing of VET in comparison 
with general education32 
The attractiveness of  vocational training depends 
to  a  large  extent on  its  social standing and the 
opportunities that it offers on  the  labour market 
in  terms  of employment,  pay,  career  prospects 
and actual jobs .33 
This chapter will describe the reforms and strate-
gies that are being used to  improve VET's  stand-
ing in comparison with general education and on 
the labour market. It will also examine the meas-
32  This  Part one  is  based on  the  paper of J.  Lasonen and 
S. Manning, 2000:  'How to improve the standing ofvoca-
tional  compared  to  general  education:  A  collaborative 
investigation- of  strategies  and  qualifications  across 
Europe' Contribution to: Descy & Tessaring, eds. Training 
in Europe. Second report on vocational training research 
in Europe 2000:  background report. Luxembourg:  EUR-
OP, Vol.  L(published 2001). 
33  Tessaring (  1998b, pp. 18-19) describes, for three countries 
(D, F, UK), the reasons for and consequences of the lack 
of equal standing of VET and general education. __________ Standing of  VET in comparison with general education 
ures taken to improve - directly or indirectly - the 
quality of VET.  The  chapter will end by briefly 
reviewing the results of  these reforms. 
3.1. Introduction 
In most European countries vocational and gen-
eral  education  pathways  are  separate.  Students 
who  opt for  vocational pathways  generally  fare 
less well in terms of employment, income, social 
standing and access to higher education. 
Rehabilitating VET with respect to academic edu-
cation  and  on  the  labour market  is  nowadays  a 
growing concern in Europe. There are  a number 
of reasons for this. 
•  There have been efforts to  ensure high stan-
dards of general and vocational education in order 
to  pave  the  way  for  a highly  technological  and 
democratic society. 
•  The  introduction  of  concepts  such  as  key 
skills,  transferable  competences,  action-based 
learning, workplace knowledge, etc., is leading to 
changes in the quality of VET and new standards 
for general education.34 
•  The  need  for  a  highly  skilled  labour  force, 
coupled  with  negative  demographic  growth,  are 
making the reform of education systems impera-
tive.  Improving  the  quality  and  content of VET 
seems :to be a necessary step in this direction. 
•  The  relative  labour  market  advantage  that 
people with general education qualifications have 
over those  with  vocational  qualifications  means 
that students tend to be less interested in VET and 
more interested in general education. 
•  Educational development since the  1960s has 
increased numbers in upper secondary education, 
thereby highlighting VET's shortcomings. 
While  the  trends  listed  above  are  general,  the 
forms  that they  take vary  depending  on the his-
tory and institutions of each country. 
VET's standing differs in different countries. An 
examination  of education  and  training  systems, 
their  organisation  and  their  attendance  levels 
(Table 1.4), and of the relationships that they have 
with  the  labour  market  (Table  1.5),  goes  some 
way towards explaining the relative differences in 
VET's standing in different countries. 
34 For a more  detailed examination of these  new  concepts 
and  their impact  on  vocational teaching  methods, refer-
en_ce should be made to Chapter 2 of Part 2 of this report. 
The breakdown of participation in upper second-
ary  education between VET  and  general  educa-
tion highlights three groups of countries: 
(a)  those where general education predominates 
(participation over 50%  - Ireland, Portugal, 
Spain, Greece, Estonia, United Kingdom); 
(b)  those where VET participation is  lower than 
(or  equal  to)  the  European  average,  but 
where it nevertheless overshadows participa-
tion  in general education (Sweden, Finland, 
France, Denmark, Norway); 
(c)  those where VET participation is higher than 
the  European  average  (Austria,  Hungary,  , 
Germany, the Netherlands, Belgium). 
In overall terms, it seems that VET's standing is 
better in countries  where  it  is  highly  developed 
than in countries where it is less or not developed. 
The classification set out in Table 1.5 follows a nor-
mative  approach, based on the general features  of 
Ireland  25  75 
Estonia  26  74 
Portugal  29  71 
United Kingdom  31  69 
Spain  39  61 
Greece  47  53 
Sweden  52  48 
Finland  52  48 
France  54  46 
Denmark  57  43 
Norway  58  42 
Belgium  61  39 
Netherlands  70  30 
Germany  72  28 
Hungary  73  27 
Austria  81  19 
EU-15 
Sources:  European  Commission,  Eurostat,  Cedefop,  1999, 
p.  35;  European Training Foundation,  1998a. 
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Close links between 
the education system 
and the labour market 
Limited links between 
the education system 
and the labour market 
Variable links between 
the education system 
and the labour market 
Austria, Czech Republic, 
Denmark, Germany, 
Netherlands, Hungary 
Australia, Japan, Canada, 
United States  <a> 
England, Estonia, Finland, 
France, Greece, Norway, 
Portugal, Scotland, Spain, 
Sweden 
Differentiated education system with links with 
the workplace (especially placement schemes, 
apprenticeship). 
Qualification structure of direct importance for 
entry into the labour market. 
VET is a prerequisite for entry into skilled 
occupations (laws and regulations). 
Employers consider that certification offers a 
direct indication of skills and expertise acquired. 
Education mainly school-based, wide-ranging 
vocational education, specific training usually 
given at workplace (after leaving education). 
Flexible match between qualifications and 
occupations or employment. No direct 
relationship between training specialisation 
and job occupied. 
For employers, qualifications offer indirect 
information about candidates' abilities rather than 
a proof of skills and expertise. 
Vocational certificates therefore tend to have less 
standing than general certificates. 
Good match between qualifications and 
occupations confined to apprenticeship or 
specialist VET. 
Hazy match for full-time training. 
Problems of transition between the education 
system and labour market due to the variety of 
VET institutions, courses and certificates. 
Need for a coherent education and qualification 
framework for all sectors. 
Sources: Lasonen & Manning, 2000; Hannan et al., 2000; (a) Durand-Drouhin, 1999. 
systems  rather  than  on  empirical  results.  35  The 
reforms that have been introduced to improve the 
standing of  VET, which will be examined below, are 
not therefore taken into account here. This classifica-
tion merely aims to identify relationships between 
education systems and the labour market. Its purpose 
is to help to understand the differences in the image 
of VET.  This  classification  makes  it  possible  to 
define the main problems and to apprehend the scope 
of  the corrective measures that have been introduced. 
3.2. Method 
In order to carry out a comparative analysis of the 
ways  in which  the  issue of VET's  standing  are 
being tackled in the European countries, Lasonen 
&  Manning  (op.  cit.)  examined  a  number  of 
aspects. Three analysis levels were used: 
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(a)  courses and curriculum; 
(b)  education system; 
(c)  labour market. 
Criteria  relating · to  standing  and  their  context 
were  studied  for  each  of these  analysis  levels 
(Table 1 .6). 
Several  studies  were  selected  for  secondary 
analysis. Their respective results will be reviewed 
before drawing general conclusions: 
35  For a more detailed examination of the  various types of 
education  system  and  labour  market,  the  relationships 
between  them  and  their  impact on  transition  processes, 
reference should be made to Chapter 2 of Part 5 and the 
contribution of Hannan et al. (2000). Standing of  VET in comparison with general education 
Course/curriculum  Development of personal competences, 
including occupational expertise 
Social value of vocational training in 
comparison with general education 
Education system  Opportunities for educational mobility and 
advancement through lifelong learning 
Choice between pathways, selection 
for university entry 
Labour market  Prospects of jobs and occupational mobility  Competition between all qualifications 
for entry into jobs 
Source: Lasonen & Manning, 2000. 
•  'Post-16 strategies' and 'SPES-NET'; 
•  'Unified  Learning  Project  - ULP',  'Home 
International Project' - (UK); 
•  INTEQUAL, DUOQUAL; 
•  PAVE. 
3.3. 'Post-16 strategies' and 'SPES-NET': 
equal standing of VET and general 
education 
The purpose of these two projects was  to analyse 
strategies for the reform of  post-compulsory second-
ary education aiming to promote the equal standing 
of vocational training and general education. 
Box  1.6:  Transnational  projects  on  parity  of 
esteem between VET and general education 
'Post-16'  involved  eight  European  countries  (Aus-
tria,  England,  Finland,  France,  Germany,  Norway, 
Scotland, Sweden) and  led  to  the  'SPES-NET' pro-
ject  during  which  the  partners  reviewed  and 
assessed the reforms identified by the  initial project 
against  their  national  VET  systems.  This  network 
has  twelve  members  (Austria,  England,  Finland, 
France,  the  Netherlands,  Scotland,  Belgium,  Esto-
nia,  Greece, Hungary, Spain). 
The Post-16 analysis identified four strategies for 
the reform of upper secondary education systems; 
during  the  second  project  (SPES-NET)  these 
strategies were refined and differentiated but were 
not, however, called into question. These  strate-
gies are discussed below. 
3.3 .1. Vocational enhancement 
The strategy  of vocational enhancement stresses 
the separate nature of VET, as shaped by its typi-
cal contents and the links between employers and 
training providers. 
When VET has a high standing as  a result of its 
content  and  the  educational  methods  used,  the 
aim  of a  vocational  enhancement  strategy  is  to 
promote  access  to  higher education on  comple-
tion  of vocational education  (Austria,  Denmark, 
Germany). 
When VET has  low  standing, this  strategy  may 
take the form of creating technical and vocational 
schools (Greece) or of restructuring the VET sys-
tem, stressing the need for on-the-job experience 
during training (Spain). 
The  third  group  of  countries  opting  for  this 
approach  includes  those  where  the  VET  system 
was developed under a planned economy, which is 
now being replaced by a market economy (Estonia, 
Hungary). Three methods can then be seen: reha-
bilitation of traditional professions, access to post-
secondary education for those holding vocational 
qualifications  and  inclusion of practical training 
components (whether real or simulated). 
3.3.2. Mutual enrichment 
This strategy aims to forge closer links between all 
types of school, by encouraging them to cooperate, 
while  at  the  same  time  retaining  their  separate 
nature. The aim is therefore to promote interactions 
between general and vocational upper secondary 
schools, for  instance by  allowing  students  from 
vocational pathways to include theoretical options 
in their syllabus and students from general educa-
tion to study vocational subjects (Finland). Mea-
sures are also being taken to set in motion and con-
solidate cooperation with companies, especially by 
including workplace plaeement periods in training 
courses (Finland, Norway). 
3.3.3. Linkages 
Introducing a common qualification, certification 
and recognition structure helps to place VET and 
general education on a footing which is in theory 
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equal (England, France). In England, the Dearing 
Review proposed that the following measures be 
taken  to  create links  between the  three  existing 
channels  (academic,  applied  and  vocational): 
adoption of a common nomenclature, procedures 
to verify levels and quality, overarching certifica-
tion  restructuring  courses  into  smaller  units  or 
into  groups  of units  to  promote  exchanges  and 
transfers  between pathways, and lastly  a merger 
of the  main regulation bodies. A vocational bac-
calaureate based on the general and technical bac-
calaureates has been introduced in France. 
33.4. Unification 
In this model, vocational and general education 
are  merged  into  a  single  upper  secondary 
system.  All  young  people  therefore  follow  a 
common  core  of subjects  in  order  to  ensure 
more equitable prospects of further study (Scot-
land, Sweden). A unified curriculum and assess-
ment system for  general  and vocational educa-
tion  has  been  introduced  in  Scotland.  This 
unified system replaces almost all the education 
structures for young people and adults aged over 
sixteen. In Sweden, upper secondary education 
is organised as  sixteen three-year pathways (two 
general and fourteen vocational) with a substan-
tial common core. 
'  All reform programmes may draw elements 
from  different  strategies  and  the  directions 
. taken  by  national  policy  may  change  over 
time. However, all reforms have one point in 
· common:  they respond to  - or anticipate -
trends in the labour market and the organisa-
tion of work that require qualitative changes 
. in knowledge and skills. Reforms are there-
. fore a way of strengthening the links between 
''.  the  labour market and  VET,  while  making 
. VET more responsive. 
However, while  labour market demands  seem to 
be  providing  reforms  with  a  new  dynamic,  the 
measures introduced are taking little account of the 
labour  market's  needs.  They  seem  to  be  geared 
more towards meeting the need for internal ratio-
nalisation  within  the  VET  system.  The  way  in 
which  systems  respond  to  changes  in  the  labour 
market may well be secondary to internal consid-
erations within VET. 
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Box 1.7: Implications of the unification of post-
compulsory education - the British case 
The  'Unified Learning  Project' studied the  impact of 
measures to  improve  the  standing  of post-compul-
sory education. Another project (Home  Internation-
als)  studied  the flows,  pathways and  destination of 
students leaving post-compulsory education. 
In  the  mid-1990s (Hillier & Oates,  1998), the  United 
Kingdom  made  parity  of esteem  into  an  objective 
but failed  to  back up  this policy with  any real  think-
ing about its significance, aims, relevance (or need), 
implications and  measurability. 
This  reform,  motivated  by  the  need  to  reorganise 
the  qualification  system,  was  introduced  by  over-
hauling  the  GNVQs  and  then  by  unifying  GNVQs 
and  A  Levels.  In  this  the  United  Kingdom  differs 
from  other  European  countries  which  undertake 
reforms  motivated  by  thinking  about  contents, 
processes and  institutional structures. 
Main aspects of the reform 
•  Basic competences and key competences can 
play a unifying  role  by  providing  all  learners with  a 
common  knowledge  base;  they  are  linked  to  both 
employment and education and represent a concep-
tion of learning that is  more process-based. 
•  Maintaining  an  on-the-job  training  pathway 
and  harmonising education provided at school. This 
choice  was  underpinned  by  the  efficient  way  in 
which  on-the-job  training  was  felt  to  provide  high-
quality skills in  keeping with employers' needs. 
•  Generic certification,  i.e.  overarching, for aca-
demic and vocational pathways ensures an  equiva-
lent  level  of training.  Certification  therefore  defines 
the  scope  of the  curriculum  and  ensures  consis-
tency between pathways. 
Evaluation of the reform 
This  is  provided  by  an  empirical  analysis  of flows 
and transitions in British post-compulsory education . 
There  is  a  significant  correlation  between  educa-
tional  results  and  social  background.  In  all  three 
systems  (England,  Wales,  Scotland),  top  students 
from the middle classes choose academic pathways 
while  average  and  weak  students  - and  students 
from  the  working  classes - tend  to  choose  on-the-
job training.  Participation in  full-time vocational edu-
cation follows a more differentiated pattern depend-
ing  on  the  system.  In  Scotland,  these  pathways 
have a low brand image and a low participation rate 
(in  comparison  with  England),  and  in  particular 
recruit weak students from  the  working  classes.  In 
England,  however,  vocational  education  has  higher 
levels of average students (weak in Wales) from the 
middle classes. The Scottish academic sector there-
fore seems to be more exclusive than the academic 
sector of the other systems. ----------------------Standing  of VET in comparison with general education 
. Even the most unified system does not make 
• it possible to achieve parity between the two 
, educational pathways. More generally, these 
',  pathways continue to play a  role of educa-
. tiona! and social differentiation. Making the 
: curricula of general and vocational education 
: more comparable does not therefore manage 
' to  offset  the  role  of  social  reproduction 
·:  played by the education system. 
Problems linked to a lack of parity or a lack 
::  of standing are deeply rooted in the traditions 
. of the education  system,  in society  and  in 
· young  people's  aspirations.  Targeted  meas-
. ures  are  needed.  Reform  of qualifications 
·:  does not seem, however, to have much effect. 
If the standing of VET,  and in particular of on-
the-job training, is to be improved, it is necessary 
to improve the quality of its content and teaching 
methods in order to pave the way for the unifica-
tion processes discussed above. 
The Unified Learning Project (see Box 1.7) made it 
possible to draw the following conclusion: unifica-
tion should not be presented as a simple rejection of 
the  divisions  between  academic  and  vocational 
education. New avenues need to be explored to find 
links between academic and vocational learning. 
3.4 Dual qualifications: labour market 
and higher education 
The  'INTEQUAL'  and  'DUOQUAL'  projects 
studied  the  characteristics  of dual  qualifications 
and their practical implications. 
Box 1.8: Dual qualifications 
'Dual' qualifications are vocational qualifications that 
can  be  used  for  entry  into  both  skilled  jobs  and 
higher education, in particular university. 
Initiatives in European countries differ in terms of 
their function, extent and structure. A whole range 
of solutions  has  thus  been  adopted  in  different 
countries  (Czech  Republic,  Norway,  Sweden, 
England,  France,  the  Netherlands, Austria,  Fin-
land, Germany, and Greece). 
Three main models can, however, be distinguished: 
(a)  models covering an integral part of the edu-
cation  system  (Czech  Republic,  Portugal,  Nor-
way, Sweden); 
(b)  models  covering  only  certain  courses  or 
qualifications (Bac Pro - France, GNVQ - Eng-
land, IML - Greece, MBO/BL04 - the  Nether-
lands, WIFI - Austria);36 
(c)  pilot projects (Finland, Germany). 
In all countries, dual qualifications are awarded in 
full-time  school-based  education.  Figure  1.5 
shows  the  position  of  the  various  initiatives 
within upper secondary education. 
Analysis of the characteristics of the various dual 
qualification models  and their practical implica-
tions shows the many differences between various 
initiatives being taken in Europe.37 
From the point of view of access to higher educa-
tion (one of the two main objectives of dual qual-
ifications), students from dual pathways seem to 
face  a  number of obstacles  which  are  to  some 
extent removed when there are  partnerships and 
agreements  between  institutions  offering  dual 
qualifications and higher education institutions. 
Most of the programmes studied are geared more 
towards employment than towards higher educa-
tion (Figure 1.6); they also offer better prospects of 
finding a job than the traditional upper secondary 
qualification pathways. There seems to be a fairly 
positive relationship between the occupational lev-
els envisaged and those actually obtained. 
The conclusion is therefore that dual qualifi-
cations match the criteria discussed above for 
" improving VET's standing more than tradi-
tional pathways, i.e. the acquisition of skills 
\ linked  to  personal  development,  easier 
; mobility both in the education system and the 
· labour market and easier transition between 
.,  the education system and employment. 
This  success,  however,  is  accompanied  by 
fairly substantial creaming off of the top stu-
~  dents (Durand-Drouhin, 1999). 
The challenge is therefore to ensure the inte-
: gration of dual  qualifications  into  a  system 
which is flexible and transparent, both in terms 
'.  of accessibility  from  vocational  and  general 
: pathways and in terms of  higher education. 
36 Reference  should  be  made  to  Figure  1.5  for  the  list of 
abbreviations. 
37  The  specific  features  of these different systems  (  dimen-
sion, type of certification, role in education and employ-
ment processes, target groups) are analysed in detail in the 
background report. Their practical implications (participa-
tion,  level of curriculum  integration, rate  of success  of 
students within the measure and in subsequent education, 
balance of dual approaches, social advancement patterns) 
have also been analysed (Lasonen &  Manning, 2000). 
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Country 
Greece 
Finland 
England 
Netherlands 
Sweden 
Portugal 
Norway 
Czech Republic 
Dual qualifications 
analysed in  the project 
E')ual  gualiff~atiGns 
outside tae  fl)roje~f 
General education 
Full-time 
(at school) 
VOcational education 
Full-time 
(at school) 
General upper 
secondary 
school 
I  M  L  Techni~al  Voc. 
upfi))er 
semon!!.iary 
s<:1f"loaf 
School 
General upper 
secondary 
school 
Ex- Voeatiornal schools 
perim-
ental 
reform 
GCE '/\ Level 
VWO/HAVO  MBO/BL04 
Preparatory study  Vocational programmes 
programmes 
General courses  Vocational courses 
General pathways  ocational pathway 
Gymnasium 
Vocational education 
Dual or part-time 
(at the workplace) 
Apprenticeship 
Apprenticeship 
NVQ 
Apprenticeship 
Apprenticeship 
France  General pathways  131J  Bac Pro  (includtng ap-
prenticeship) 
Appren-
ticeship 
Germany  Baccalaureate/lycee  Technical courses  Pilot  Dual system 
project 
Austria  Baccalaureate/general  Vocational lycee  Berufs- WI F  I 
education lycee  matura  Acade-
mies 
List of abbreviations 
A  Advanced level (GCE programmes} 
Bac Pro  Vocational baccalaureate 
BL04  Level 4 vocational training pathway (from 1997) 
Berufsmatura  Vocational baccalaureate 
GCE ('A: tevel}  General Certificate of Education (Advanced Level) 
GNVQ  General National Vocational Qualification 
IML  Integrated Multivalent Lyceum (Upper Secondary School) 
MBO  Full-time upper secondary vocational education 
WtFI  WirtschaftsfOrderinstitut 
Source: Manning,  1998. 
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Pilot project (D:  Bavaria)  GNVQ: advanced level (Eng) 
IML (EL) 
Vocational pathways (N) 
Vocational programmes (S) 
Vocational courses (P) 
WIFI Academy Courses (A) 
MBO/BL04 (NL) 
Sectoral studies (CZ) 
Experimental reform (FIN) 
NB: See list of abbreviations in  Figure 1.5  .. 
Source: Lasonen & Manning, 2000. 
3.5. Attitudes to VET- case studies 
Under  the  PAVE  project  (England,  Finland, 
Greece,  Ireland,  the  Netherlands)  case  studies 
were drawn up at national level in schools among 
students, teachers, some administrative staff, par-
ents  and professionals. Interviews  and question-
naires were used to discover people's perceptions 
of, and attitudes to, vocational education, and to 
develop ways to influence these attitudes. 
The aim of this project was to evaluate the rela-
tive standing of the two types of education (gen-
eral and vocational) in a social context in which 
vocational education generally has lower prestige 
than 'academic' education. This discrimination is 
shaped by people's values, attitudes and beliefs. 
Box 1.9:  LDV  project  'Promoting  the  attractive-
ness of vocational education (PAVE)' 
This  project,  of  which  the  results  where  used 
(among others) in this chapter, was concerned with 
five  countries.  Its  aim  was  to  examine  vocational 
education  in  these  countries with  a view to  finding 
ways of improving its status and attractiveness. 
The three main hypotheses were: 
(a)  vocational  education  in  general  has  a  lower 
prestige  than  liberal  education,  because  it  is  per-
ceived  to  lack  the  quality  traditionally  associated 
with the latter; 
(b)  liberal  education  at  its  best  has  a  vocational 
dimension and vocational education at its best has a 
liberal dimension; hence it makes sense to integrate 
both; 
(c)  there  are  already  examples  of such  integra-
tion,  but  they  need  to  be  examined  critically  and 
articulated more clearly. 
Bac Pro (F) 
The methodology had three dimensions: philosophi-
cal,  historical/hermeneutic and ethnographic. 
Results were drawn on  the basis of case studies in 
England,  Finland,  Greece,  Ireland  and  the  Nether-
lands. 
Coordinator: A. Trant, CDU (Curriculum Development 
Unit), Dublin, Ireland; E-mail: info@cdu.cdvec.ie 
Final report: Curriculum  Development Unit:  'Recon-
ciling liberal and vocational education', Dublin, 1999. 
The  world  of education  reflects,  transmits  and 
communicates the values of society, in addition to 
which it also develops its own. 
One of the  main findings  of the study  was 
.:  that vocational education should not prepare 
'.  individuals just to  become  technicians  and 
; skilled  workers,  but responsible  citizens  as 
· well. 
· Whatever the quality of the educational envi-
.:  ronment in  which  young people learn, they 
.:  will have  to  tackle  some prejudices  against 
· VET after they have obtained their qualifica-
. tion. The opportunity to  continue education, 
:.  and in particular to enter higher education, is 
. a critical factor in the prestige of a training 
.,  pathway. 
Therefore, this  project, which focuses  on values 
and attitudes, reaches more or less the same con-
clusions as the studies focusing on dual qualifica-
tions: facilitating access to higher education plays 
a key role in making VET more attractive. 
75 Part one - VET systems, coordination and steering 
3.6. Typology of systems and reforms to 
be promoted 
Taking up the typology proposed at the outset in 
order to study the relations between the education 
system and the labour market (Table 1.5) and the 
various  conclusions  reached  by  the  studies  dis-
cussed,  Lasonen  &  Manning  (2000)  identify 
measures  to  be  taken  or advocated  in order  to 
enhance the standing of VET for each of the fol-
lowing groups. 
(a)  When there are close links between the edu-
cation system and the labour market, the challenge 
is, on the one hand, to improve higher level career 
prospects for holders of general or vocational sec-
ondary certificates and, on the other hand, to pro-
mote the access of  the latter to higher education. 
The following measures are likely to improve the 
status and quality of VET: 
•  promotion of key qualifications (D, A); 
•  development of flexible links between school 
education and workplace training, at different 
levels and in different institutions (DK, NL); 
•  creation of dual qualifications (giving access 
to higher education) for the best students from 
vocational pathways (D, A). 
Countries  moving  towards  a  market  economy 
should pursue the following objectives: 
•  limiting the degree of specialisation; 
•  developing key qualifications; 
•  maintaining  traditional  forms  of  on-the-job 
qualification. 
(b)  In  countries  where  there  are  few  links 
between education systems and the labour market, 
better links need to be forged between the two sys-
tems. This requires efforts to  involve employers 
more closely in education and training via school-
enterprise  partnerships  and  placement  schemes 
during training. 
(c)  In  systems  where  there  are  variable  links 
between the education system and the labour mar-
ket,  a coherent structure needs to be introduced 
for the upper secondary level. The reforms intro-
duced have tended to: 
•  integrate  general  and  vocational programmes 
in comprehensive schools (N, S); 
•  provide  a  general  framework  for  the  legal 
recognition of vocational training  incorporat-
ing certificates and programmes (Eng, EE, F, 
P, E, Sco); 
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•  develop output-related qualification structures, 
in particular for modular systems (Eng, Sco); 
•  develop  equivalences  between  general  and 
vocational education:  access to  higher educa-
tion (P), common certification (Eng); 
•  reform  curricula  (EL:  new  programmes38, 
P:  new vocational competences); 
•  develop links with companies. 
3.7. Conclusions 
Vocational education's standing in comparison 
with general education and on the labour mar-
ket is linked to: 
•  the acquisition of key competences the inte-
gration of general and vocational education; 
•  the possibility of access to general education 
and higher education; 
•  the existence of qualifications giving access 
to skilled occupations. 
The standing of VET tends to improve when: 
(a)  the three above criteria are met; 
(b)  the status of the majority of upper second-
ary vocational education is good; 
(c)  the reforms introduced take account of the 
esteem attached to vocational training. 
Various cases can now be taken as examples: 
•  the German dual system satisfies only two 
criteria  as  participants  have  limited  access  to 
higher education; 
•  the French Bac Pro meets all three criteria, 
but  concerns  only  14%  of  upper  secondary 
vocational students  (VET database - Eurostat, 
1996-97); 
•  in Sweden, VET satisfies  all  three  criteria 
and covers a large proportion of upper second-
ary  education;  even so, VET does  not have  a 
particularly  good  image  among  the  public  -
probably  because  it  is  traditionally  a  second 
choice for less gifted students. 
Policy implications 
As discussed above, it is difficult to change the 
image of vocational education which, in many 
38 This VET programmes have since been abolished by the 
Greek government. ----------~-----------------------------~----------------------------------- Certification systems, assessment and recognition of  skills 
European countries, remains the option for stu-
dents unsuccessful in general education. Never-
theless, not all the strategies used to reverse, or at 
least change, this dynamic should be seen as fail-
ures. Substantial progress has been made; VET is 
being repositioned within education systems and 
with respect to the employment market. 
Further efforts  need to be  made  in  two  areas: 
strategies  geared  to  national  contexts  (i.e.  the 
structure of the  education system and its links 
with the  labour market)  need  to  be  differenti-
ated and customised. There is also a need to go 
beyond the  chiefly  institutional  reforms  intro-
duced up to now. Curricula, teaching methods, 
approaches to the concept of skills and the ways 
in which competences can be accumulated need 
to be reviewed. This will allow the regeneration 
of VET systems and enable VET effectively to 
respond to  the challenges posed by changes in 
the skill demand.  39 
4. Certification systems, assessment 
and recognition of skills40 
Certification systems are changing. The ability of 
traditional qualifications to  reflect people's com-
petences is being called into question. New certi-
fication  models are  appearing. Certification sys-
tems are beginning to break out of  education sys-
tems, for instance with the introduction of  systems 
for validating non-formal learning. 
These  questions are  being raised because of the 
emerging  need better  to  show  and make  use  of 
people's production abilities, that is to take better 
account  of their  skills.  Priority  is  increasingly 
being given to the result (output) - to what people 
are  actually capable of  doing and to  the  compe-
tences they can mobilise-, and not to  the place, 
way  and time  at which  these  competences were 
acquired  (input).  We  will  tackle  this  issue  by 
examining  changes  in  traditional  certification 
39  See  Chapter  2  of Part  2  of this  report  'Competences, 
learning processes and didactic innovations for new occu-
pational profiles' and the contribution of Onstenk (2000). 
40 This chapter draws on papers of A. Bouder et al., 2000: 
'Certification  and  legibility  of  competence'  and 
J.  Bj0mavold,  2000a:  'The  changing  institutional  and 
political role  of non-formal learning:  European  trends'. 
Contributions  to:  Descy  &  Tessaring,  eds.  Training  in 
Europe. Second report on vocational training research in 
Europe 2000:  background report. Luxembourg: EUR-OP, 
Vol.  1 (published 200 1). 
systems and the challenges these systems are now 
facing. 
Going beyond this analysis of  the questions being 
raised by certification systems, the second part of 
this  chapter  will  analyse  institutional  reforms 
geared  towards  the  recognition  of non-formal 
learning.  It will  look at the  specific features  of 
this  type  of learning  and  the  problems  that  it 
raises from  the  point  of view  of identification, 
assessment  and  recognition.  Reforms  that  are 
underway  will  be  summarised;  their  extent and 
the political support that they are receiving in the 
Member States of the EU/EEA will be  analysed, 
together with the role and initiatives of  the Euro-
pean Commission. 
4.1. Introduction 
What  role  do  certification  systems  play  in  the 
recognition of skills in the labour market and in 
enterprise?  What  conditions  need  to  be  met  to 
ensure: 
•  that  the  qualifications  awarded  receive  both 
social and labour market recognition; 
•  that  certificates  actually  reflect  occupational 
practice; 
•  that the skills certified are transferable? 
The  following  objectives  need  to  be  achieved: 
signalling people's competences in the best possi-
ble way- especially by making clear the knowl-
edge acquired from job experience; and optimally 
matching  people  to  production,  while  ensuring 
their continued adaptability and employability. 
From an institutional point of view, the State has 
played a historic role in setting up bodies respon-
sible for training and certification. However, the 
tendency is for certification to separate itself from 
training. 
From  a  methodological  point  of  view,  these 
changes  raise  the  problem  of how  to  convert 
skills  into  performance  standards.  We  need  to 
think about the nature of the skills being validated 
and the legitimacy of validation bodies. 
All these issues are crystallised in the discussions 
surrounding  the  identification,  assessment  and 
recognition of non-formal learning. 
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4.2. Certification: development of an 
institutional setting41 
This section will examine the ways in which the 
various forms of certification have developed, the 
traditional  function  of  certification  and  recent 
trends. 
Box 1.1 0:  Certification and credentials42 
Certification is defined in the broad sense: it is a for-
mal  and  official  recognition  of people's  vocational 
abilities. It is seen both as a process (setting of stan-
dards and formulation of the conditions by which they 
are to be assessed) and a result (assessment proce-
dures and award of 'credentials'). 
Four factors help to explain the changing role of 
certification: 
(a)  the specific nature of a 'credential effect'; 
(b)  the changes transforming the labour market; 
(c)  changes in qualification needs; 
(d)  the recognition that knowledge takes different 
forms and can be acquired in different ways. 
4.2.1. Brief history of  certification 
Certification, which tended to be relatively infor-
mal at the outset, is nowadays regulated and formal. 
In general, despite differences between countries, 
the  State  has  gradually  taken  responsibility  for 
vocational training (of young people) and its cer-
tification  in  order to  provide  it with  a  national 
dimension  and  national  validity.  This  develop-
ment started from higher level diplomas and grad-
ually moved down to lower levels. 
The outcome of this process was the introduction 
of a  national reference  framework  for  certifica-
tion,  placed  under  a  single  authority.  This  was 
done largely in order to break the traditional con-
trol  companies  exercised  on  formulating  and 
recognising qualifications, in order to make qual-
ifications transparent and ensure worker mobility. 
Certification thus became a natural and logical con-
clusion to, and endorsement of, the education process. 
41  The conclusions drawn in sections 4.1  and 4.2 are based 
on  an  analysis  of developments  in five  European  coun-
tries:  Germany,  Belgium, France,  Spain  and  the  United 
Kingdom. 
42 The term 'credential' is used in this chapter to refer to the 
concrete form of certification. In this sense, it includes tra-
ditional certificates as well as new and alternative ways of 
certifying people's skills and competences. 
78 
States have used certification as a tool for regu-
lating  education  and  training  systems:  by 
defining what is to be acquired and assessed they 
define what is to be taught. To take one example, 
the  National  Vocational  Qualifications  (NVQs) 
were  grafted  onto  existing  systems  that  the 
British  State  was  trying  to  change. Their mere 
existence,  and  the  State  backing  they  receive, 
have brought about major changes in the struc-
ture  and content of the education supply  in the 
United Kingdom. 
Despite  common  dynamics,  certification  is 
expected to take a whole range of forms, includ-
ing  at  sub-national  level;  it  is  not  evolving 
towards transnational harmonisation. 
4.2.2. Recent trends 
The signal theory (Spence) and the  filter theory 
(Arrow) highlight what can be termed a credential 
market:  those who  possess qualifications have a 
labour market advantage over those who do not, 
even when the latter have the same skills, length 
of training and job experience. 
, In  a  labour  market  whose  main  feature  is 
: growing  mobility,  'credentials'  take  on 
·.  increasing intrinsic importance. At the same 
' time,  a  glut  of  diplomas  is  causing  the 
. demand  for  qualifications  to  rise  even  fur-
,;  ther.  One  possible  solution  is  to  diversify 
: access to qualifications. This would lead to a 
: gradual  separation  of certification  from  the 
; education and training system. 
The role of certification becomes more important: 
•  it makes  it possible to  reveal people's quali-
ties, using a formal code shared by job  seekers 
and employers; 
•  it becomes a  stable reference with respect to 
increasingly variable tasks or job descriptions. 
Current changes therefore seem to be pointing to 
the  fact  that certification  is  required  to  play  an 
increasingly  operational  function:  attesting  to 
people's  ability  to  achieve  the  performance 
expected  of them.  It  is  a  replacement  for  the 
micro-economic models of  job allocation or occu-
pational advancement which were predicated on a 
relatively durable labour collective organised in a 
stable work framework.  Paradoxically, however, 
in  a  market  in  which  the  number of certificate 
holders is rising sharply, the value of certification 
is declining. -----------------------------Certification systems, assessment and recognition of  skills 
· At present, certification is becoming a com-
ponent  of training  in  its  own  right,  and 
increasingly independent from training (what 
is termed  'autonomisation'). By looking for 
methods that are better able to measure peo-
ple's competences, the stress is placed more 
on people's ability to mobilise their compe-
tences  and  less  on the  way  in which  these 
competences  have  been  acquired.  This 
approach is leading to new forms of  recogni-
tion  (especially  for  non-formal  learning). 
Section  4.4.  of this  chapter  examines  this 
particular issue in detail. 
4.23. Introduction of  the concept of 
competences 
Specific jobs  with  a relatively  stable  content of 
activity are  no longer the  dominant model. This 
change  is  bringing  about  new  qualification 
requirements. The concept of competences seems 
better geared towards  meeting the  new  needs  of 
the labour market as it involves: 
•  periodic updating of knowledge; 
•  higher standards of general education, paving the 
way for a broader understanding of the occupa-
tional environment and greater adaptability; 
•  identifying new non-technical skills (relational 
skills, communications, problem-solving, auto-
nomy, etc.) (based on Bertrand, 1997). 
The recent focus on competences raises two ques-
tions: how they can be acquired (which may bring 
into  play both  traditional forms  of learning  and 
alternative  models, outside the formal  education 
and training system) and how they can be identi-
fied, assessed and recognised. The feeling is  that 
traditional  education  and  certification  models 
cannot meet these challenges adequately. 
4.2.4. New settings 
Two  types of proposal for the renewal of certifi-
cation systems are currently being put forward: 
(a)  adapting  existing  systems,  while  retaining 
socially  recognised  and  traditional  assessment 
standards (individual routes, modular training and 
certification by learning unit, etc.); 
(b)  developing  alternative  systems  which  call 
established standards into question in a fairly rad-
ical way (the European Commission's accredita-
tion system, branch certification, Bilan de compe-
tences, etc.) .43 
These  methods  are  not  mutually  exclusive.  An 
'ideal' model  could  well  be envisaged in  which 
people  would  use  existing  systems  - between 
which  there  would  be  equivalences  - to  create 
their own certification paths, thus promoting skill 
accumulation and gradual access to certification. 
However, the paradoxical role played by certifica-
tion  (on  the  one  hand,  mechanism  of  social 
advancement  enabling  people's  aptitudes  to  be 
recognised and, on the other hand, instrument of 
selection that helps increase and reinforce social 
segmentation; Belier, 1997) makes it necessary to 
spell out the limits of this ideal. 
The proposed new certification model would pre-
suppose  the  complete  transparency  of systems, 
largely through the  existence of counselling and 
guidance services. Less qualified or socially inte-
grated  people  are  not  always  able  to  find  their 
way  within  certification  mechanisms.  The  frag-
mentation of these  systems  (as  a result  of their 
modular  character  and  the  existence  of partial 
qualifications)  could  be  a  further  obstacle  to 
accessing qualifications. The ultimate effect of all 
these  mechanisms  could  be  to  create  more 
inequalities  in  obtaining qualifications:  complex 
systems tend to favour those who are most famil-
iar with the complexity of such systems. 
For this reason, it is necessary not just to intro-
duce new models of access to certification, but 
':.  also  to  develop  information  networks  and 
guidance services, so that everyone can have 
an  overview of the opportunities offered by 
the system. This will ensure equitable access 
..  ~  to  assessment  and  certification mechanisms 
: and skill recognition. 
4.3. Setting standards 
43.1. External validity of  certification 
A common  criticism  levelled  against  traditional 
certificates  is  that  they  do  not  reflect  people's 
skills. It is  therefore essential to  build up  social 
and  labour  market  recognition  of qualifications 
by making them more transparent. 
43  Section 4.4 of this chapter deals with the institutional and 
political  reforms  that  European  countries  have  imple-
mented  in  order to  introduce  systems  for  assessing  and 
recognising  non-formal  learning  and  analyses  systems 
proposed and supported by the European Commission. 
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The State generally guarantees the legitimacy 
of assessment  procedures  (validity,  reliabil-
ity, equity, and objectivity). To criticise tradi-
tional certificates is to  call into question the 
entire regulation function of the State. 
For certification to be valid the labour market must 
know  what  qualifications  represent  - therefore, 
qualifications must reflect performance standards. 
Box 1.11: Competences and production system 
Bauder  et  al.  (2000)  examined  three  angles  from 
which the production system interprets qualifications. 
. (a)  Domains of  skills are the most general level in 
i which  the  main  occupational  fields  are  defined. 
: After  examining  an  analysis  of  classifications  of 
i fields  of  training  and  occupations  for  statistical 
· purposes  (Andersson  &  Olsson,  1996),  it  seems 
difficult - or even  inappropriate - to  draw a direct 
correspondence between nomenclatures of training 
specialisations and  occupations. 
(b)  Fields of  skills lie within domains of skills. These 
are more or less coherent sets of occupational activi-
ties  and  tasks  that  help  to  define  occupations  and 
skills in both the production and training systems. Ide-
ally, the reference frameworks for activities drawn up 
by both systems should correspond. Constructing the 
reference  framework  has  to  involve  genuine  field 
analysis by 'work experts' and 'education experts' .44 
(c)  Levels of skills give an  idea  of the degree of 
mastery of an  occupation  by  an  individual.  In  this 
case  it is  necessary to  go  beyond  simple perform-
ance,  taking  into  account  the  processes  which 
underpin  it  and  the  conditions  under which  these 
processes  are  developed.  The  issue  is  therefore 
one of focusing on  individual activity,  both in school 
and  in  working situations. 
'  ----- ------ - ------- ----- -------- ------ '  ------ - ------- ------- -------- ------------·---·' 
4.3 .2. Legitimacy of  qualifications 
The  macro-social efficiency  of certification pre-
supposes validation methods whose legitimacy and 
scope is proportional to their degree of generality. 
44  It should be borne in mind here that the scope of an occu-
pation cannot be defined by lengthening the list of activi-
ties in the reference framework. Describing actions in too 
detailed a way ends up by depriving them of any content 
and meaning (Savoyant, 1999). The extension of an occu-
pation has more to do with the range of situations that the 
person is able to handle in a given field of skills and can 
be perceived more in terms of the knowledge required to 
perform a range of actions than via a simple list of these 
actions. An overly detailed description of tasks, intended 
to  close  the  gap  between the  performance  standard  and 
occupational practice, has adverse effects on the transfer-
ability of the competences attested by the certification. 
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If  the transparency of the skills certified and 
their relevance to the world of work are a fac-
tor of flexibility, their large-scale legitimacy 
requires the  acceptance of standards. A bal-
ance therefore has to be sought between the 
precision of the reference framework through 
which an individual's particular skills can be 
readily identified and the degree of generality 
which will enable these skills to be recognised 
in the broadest possible spectrum. 
Finding  a balance between the  immediate effec-
tiveness  of individuals  in  jobs  (specificity)  and 
their potential adaptability and mobility (general-
ity)  is  a challenge for education and certification 
systems.  The  result  is  that  the  stress  is  being 
placed  on  both  the  contextual  and  transversal 
(cross-context) nature of skills. 
The British NVQs, intended to combine very spe-
cific skills (acquired from real or simulated work-
ing  situations)  with  very  generic  competences 
which can in theory be mobilised in any circum-
stances (key  competences) offer a good example 
of an attempt to reconcile the two points of view. 
4.4. Identification, assessment, recognition 
and certification of non-formallearning 
The  current  rhetoric  justifying  the  overhaul  of 
certification systems points to  a series of factors 
assumed to be motivating the changes underway: 
labour  market  trends,  new  skill  needs, the  need 
for  constant  renewal  of knowledge,  etc.  These 
changes  make  it  necessary  to  take  a wider  and 
more varied view of individuals' competences. 
New  certification  models  currently  being 
proposed take into account various  paths to 
acquiring knowledge, i.e. learning in working 
situations, during  leisure  time  or in  private 
life. The issue at present is one of assessing 
what a person can do regardless of the way 
he or she has acquired these skills. 
New assessment models that place the  emphasis 
on individuals' skills can fulfil  several functions 
(Bj!i)mavold, 1998, pp. 215-234): 
•  for  individuals,  they  may  provide  access  to 
training  and  enable  their  integration  into  the 
labour market; 
~  in  enterprises, they  enhance the  potential for 
human resource management; •  in  society, they  simplify the transfer of skills 
between  different  spheres  (education,  work, 
private life) and improve resource allocation. 
The  processes  by  which  non-formal  learning  is 
recognised allow an analysis of the links and ten-
sions  between  certification,  education,  compe-
tences and occupational performance. 
The  introduction  of these  new  forms  of assess-
ment and certification raises two questions: 
(a)  by which methods can individual learning be 
identified  and  assessed?  Related  tasks  include 
formulating standards and putting them into prac-
tice during assessment; 
(b)  under what political, economic and cultural 
conditions  can  a  legitimising  social  value  be 
attached to non-formal learning? 
The first research report (Tessaring, 1998b, based 
on Bj0rnavold, 1998) tried to  describe the meth-
ods used, identify the main challenges and define 
the conception of knowledge on which these new 
systems are based.45 
Two options were identified. The first focuses on 
the individual and contextual nature of the skills 
to be assessed (Bilan de competences - F, Accred-
itation of Prior Learning- UK, etc.). This option 
uses  a  combination  of  interviews,  diagnostic 
assessments, self-assessments and tests. In some 
cases, tasks performed in real or simulated condi-
tions are assessed. This recognises the fundamen-
tally contextual and social nature of the skill. 
The second option uses electronic expert systems. 
These methods, which involve the assessment of 
knowledge  that  is  objective  and  isolated  from 
action, have advantages in terms of cost, capacity 
and  objectivity.  The  measures  proposed  and 
funded by the European Commission come under 
this heading. 
Whatever option is chosen, methods and systems 
must be legitimate. In this the role of the State is 
decisive. At present, the choice is open: either the 
State introduces collective parameters in order to 
ensure  that  the  general  interest is  maintained in 
the area of competences, assessment methods and 
registration  conventions, or enterprises  and  pro-
fessional  sectors  are  free  to  introduce their own 
systems. Finding a balance between the interests 
of the different players - State, enterprise, social 
partners  and individuals - is  important in  legit-
imising the system. 
45  For a more recent analysis, reference should made to the 
reference contribution of Bj¢mavold (2000a). 
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The type and extent of  the institutional reforms tak-
ing place in the Member States of  the EU/EEA will 
be examined below to identify common trends and 
national solutions. To start with, however, we will 
review  some  of the  theoretical  aspects  touched 
upon in the first part of this chapter. The nature of 
non-formal learning will then be examined in more 
detail and the  dynamics  paving  the  way  for  the 
introduction of new models for the recognition of 
competences will be analysed. 
4.4.1. Features of  non-formal learning 
Some features  of learning, especially non-formal 
learning, need to be highlighted if valid and reli-
able assessment methods are to be introduced. 
Box 1.12: Reliability and validity 
A  reliable  assessment  must  produce  an  identical 
result when it is repeated. 
Validity  of assessment:  this  concept  refers  to  the 
quality of the  measurement and  its  ability to  meas-
ure what it is supposed to  measure. 
Content validity: the test reflects the performance of 
a specific task in a correct way. 
Construct  validity:  ability  of  the  test  indirectly  to 
measure  a  theoretically  constructed  entity  (intelli-
gence, creativity,  numeracy, verbal reasoning,  etc.) 
Good  reliability  is  of little  value  if the  result  of the 
assessment  presents  a  distorted  image  of  the 
domain  and  candidate  in  question  (Bj0rnavold, 
2000b, p.  9). 
Learning is  fundamentally contextual. Skills 
are acquired within a context and a commu-
nity of practice which therefore  need to  be 
taken into account for assessment. 
Learning  does  not  only  involve  reproducing 
knowledge and skills, but also reformulating and 
updating  them.  Faced  with  a  new  problem,  a 
learner,  like  a  professional,  cannot just rely  on 
acquired  skills  but must find  new  solutions  and 
develop alternative practices. 
Learning  to  learn,  and  therefore  to  tackle  new 
problems,  is  a  skill  that  should  be  taken  into 
account when assessing non-formal learning. 
Another feature of experience-based learning 
is its tacit nature. It is difficult to express and 
circumscribe the stages of acquisition and the 
intrinsic rules of a particular skill. 
81 Part one - VET systems, coordination and steering 
People  are  not  always  conscious  of their  skills. 
Tacit skills are  so  deeply rooted in the perform-
ance of a task that they become difficult to disso-
ciate from the activity. 
Assessment  methods  therefore  have  to  identify 
skills so deeply rooted in people that they are not 
themselves aware of them. It is nevertheless very 
difficult - not to say risky - to transform tacit and 
intuitive  knowledge  into  explicit  and  officially 
recognised and standardised elements. 
4.4.2. Assessment: reference frameworks 
and standards 
It  seems obvious that any assessment has to be car-
ried out on the basis of  previously defined common 
criteria, i.e. standards. Reliability and validity are 
hollow concepts if they are not connected to points 
of reference,  evaluation criteria and/or perform-
ance standards (Bj(jrnavold, 2000b, p. 40). 
The national standards drawn up to validate non-
formal learning may be identical to those used to 
validate training courses or they may be drawn up 
specially for experience-based learning. 
At  present,  methods  of identifying  non-formal 
learning  make  considerable  use  of the  perform-
ance standards drawn up to assess formal courses. 
Using  existing methods that are  considered reli-
able is  a pragmatic choice. 
However, the  experience  mobilised for  the  pur-
poses of its 'school' validation is not the same as 
the experience gained from work itself. The skill 
will be organised in different ways  in these two 
cases. The assessment methods used in formal edu-
cation do not therefore seem to be fully appropriate 
for the assessment of non-formal learning. 
On  the  other  hand,  constructing  the  reference 
framework  in  direct  connection  with  a working 
situation  has  also  met  limits.  The  British,  who 
have tried to  find  an  ideal  assessment  standard, 
moved away from the criteria used in the formal 
education  system.  Assessment  started  increas-
ingly to focus on more and more specialised skills 
in specific  contexts~ this did little for the reliabil-
ity  and  transferability  of  qualifications.  As  a 
result,  this  approach  has  gradually  been  aban-
doned;  the  State  is  again  trying  to  formulate 
national standards (DfEE, 1999). 
Is  the  ideal  for  setting  standards  to  be  found 
halfway  between  these  two  options?  In  France, 
reference frameworks  are  generally  adapted and 
contextualised  for  the  purposes  of training  and 
assessment in a working situation (Kirsch, 1989). 
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The standard is nevertheless still the national ref-
erence framework. 
'[Assessment]  methodologies  must  be  able  to 
combine the need for standardisation and simpli-
fication  with an  open  attitude  towards  the  non-
standard and what is specific to an individual or a 
group.  Proper  "measurement"  implies  openness 
for the richness and complexity of learning; maps 
should be drawn according to the terrain, the ter-
rain  should not be  described to  fit  the  map.  To 
find  the  balance  between  optimal  validity  and 
necessary standardisation and simplification is the 
basic challenge' (Bj(jrnavold, 2000b, p. 37). 
The  requirements  of competence-based  assess-
ment must be taken into account in the search for 
ideal  standards.  Assessing  skills,  however, 
involves a paradox: skills are fundamentally con-
textual (specific) and yet they are assumed to pre-
dict employability (transferable). The assessment 
method  determines  the  information  that  will  be 
given about an individual's skills. If  in assessing 
we overly reduce the role of the context we may 
make it impossible to speak of skill identification. 
But what external validity can be attached to stan-
dards  based on too  detailed a description of the 
activity? Are competences truly transferable? 
4.43. Recognition of  non-formal learning in 
Europe 
Over the last ten years, most European countries 
have started to introduce methods and institutions 
to assess and recognise learning acquired outside 
formal education and training systems. An exam-
ination of these measures highlights the lack of a 
common European approach. As  stressed  in the 
first  two  parts  of this  chapter,  however,  these 
reforms have been shaped by the same challenges 
and dynamics. 
~  Assessment systems are being given  a new 
':  direction where increasing stress is placed on 
what people are able  to  do  (outputs) rather 
: than  on  the  place  or  method  of learning 
(inputs). 
This change is to some extent due to the growing 
importance of lifelong learning, making it neces-
sary  to  take  account  of alternative  methods  of 
acquiring skills and to develop a permanent struc-
ture providing a link between the various  stages 
of learning throughout life. Among other things, 
this approach makes it necessary for individuals' 
skills to be legible. -------------------------------------------------·Certification systems, assessment and recognition of  skills 
The labour market selects those who possess the 
most appropriate skills. It is  now felt that formal 
education and training systems cannot identify all 
the  skills  that  an  individual acquires  throughout 
life, new methods need to be designed. 
The  legitimacy  of  methods  of  assessing  and 
recognising non-formal learning does not depend 
only on the quality of the methods used and the 
qualifications  awarded, but  also  on  the  political 
and legal value that the State or other authorities 
attach  to  these  qualifications.  Institutional  sys-
tems  therefore need to  be  set up  to  help ensure 
that qualifications are legitimate. 
On  the  basis  of studies  conducted  in  1998  and 
1999  (Cedefop,  1998c,  d~  1999a-j),  Bj0rnavold 
(2000a, b) uses three dimensions to  group Euro-
pean countries into five clusters: 
(a)  the role of non-formal learning in a country's 
existing political and institutional  context~ 
(b)  permanent  methodological  and/or  institu-
tional  initiatives~ 
(c)  existing experiments. 
Following clusters have been constructed. 
(a)  The first cluster includes Germany and Aus-
tria,  where  the  issue  of recognising  non-formal 
learning has recently led to the launch of experi-
mental  projects  to  test  a  variety  of assessment 
approaches. The attitude of these two countries to 
non-formal learning nevertheless has  to  be  seen 
as cautious. The various players in training do not 
accept that new assessment methods are needed. 
This reluctance is  explained to  a large extent by 
the success of the dual system both as  an educa-
tional model (combination of formal  and experi-
ence-based learning)  and in terms  of percentage 
attendance.  Paradoxically  this  very  success  is 
responsible for the growing interest in non-formal 
learning.  By  focusing  on  the  training  of young 
people the existing system can only go some way 
towards  satisfying  demands  for  a  renewal  of 
knowledge and competences among adults. 
(b)  The second cluster includes the Mediterranean 
countries: Greece, Italy, Spain and Portugal. These 
countries all share common ground as  regards the 
identification, assessment and recognition of non-
formal learning. In comparison with the  northern 
European  countries,  these  countries  do  not  have 
such a strong tradition of VET and set greater store 
by academic education, though their systems have 
been reformed  in  rather far-reaching  ways. As  a 
result,  non-formal  learning  (especially  through 
occupational experience) has become the main way 
in which skills are reproduced and renewed. How-
ever, this method of learning does not guarantee the 
quality of  competences. 
Appropriate identification and assessment systems 
could be  one way  of tackling this  problem and, 
where necessary, of  identifying any supplementary 
measures that need to be taken to recognise such 
learning.  The  common  challenges  facing  these 
countries  have  nevertheless  led  to  a  variety  of 
methodological and institutional responses whose 
commitment and intensity vary.  Both the  public 
and the private sector have stressed the usefulness 
of recognising  non-formal  learning. The  current 
stage could be termed one of planning: legal and 
policy decisions have been made but there has been 
little change in practice. Initiatives financed by the 
European Union have been very important as they 
have provided a nursery for experiments that may 
well  be  permanently  incorporated  alongside  the 
tools already being used by systems. 
(c)  The Nordic countries (Finland, Norway, Swe-
den  and Denmark)  are  the  third cluster.  Despite 
many common traditions in the field of education 
and training, there are two sub-groups: Finland and 
Norway where the issue of non-formal learning is 
at the forefront of public discussions of education 
and training and where there have been far-reach-
ing  experiments  and  institutional reforms  in the 
area of non-formal learning. In the other two coun-
tries (Sweden and Denmark), interest in this issue 
has up to now been limited. 
It is  not therefore possible to  speak of a Nordic 
model, as the four countries have chosen different 
approaches  and  timetables.  Practical  steps  have 
been taken, however, as a result of legislative and 
institutional  measures  to  strengthen  the  links 
between formal education and training and non-
formal  learning. The reforms  introduced in Fin-
land and Norway are part and parcel of a lifelong 
learning strategy. The plans put forward in Swe-
den  and Denmark show  that these  countries  are 
moving  in  the  same  direction.  It is  also  worth 
mentioning  that  the  social  partners  occupy  a 
strong position in these four countries. 
(d)  The  fourth  cluster reflects  the  influence  of 
NVQs in the process of mutual learning by coun-
tries. It obviously includes the  United Kingdom, 
but also Ireland and the Netherlands. The last two 
countries  are  probably  those  that  have  drawn 
most heavily on the British model, although expe-
rience gained from the introduction of NVQs has 
also been put to use in other countries. One of the 
main  features  of NVQs  is  that they  tackled  the 
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accreditation of different learning routes from the 
outset.46  These  countries  are  grouped  together 
because of their acceptance of the output-related 
and  performance-based  model  of education  and 
training. The importance of learning outside for-
mal systems  is  hardly ever called into  question. 
Nevertheless, in assessing the reforms introduced 
we can highlight certain problems in developing: 
•  generally accepted qualification standards; 
•  assessment models that are  both reliable  and 
valid; 
•  assessors' skills. 
(e)  The  final  cluster  includes  Belgium  and 
France and is based more on a geographical cri-
terion than on the types of reform introduced or 
the  systems  put into  place.47  France  - like  the 
United Kingdom- has been a pioneer in identify-
ing, assessing and recognising non-formal knowl-
edge. It has the longest and most extensive expe-
rience in this area. The Bilan de competences was 
the  first  initiative to  establish a genuine  system 
for  recognising  non-formal  learning.  Since  its 
introduction in  1985, interest in such issues  has 
continued  to  grow.  A  law  of July  1992  places 
skills acquired inside and outside the formal sys-
tem  on  the  same  legal  footing.  Competences 
acquired solely outside the formal education sys-
tem cannot, however, be used to obtain a diploma 
(although these alternative forms of learning may 
be  used  for  partial  certification  and  exemp-
tions) .48  In  contrast  to  France,  Belgium is  cur-
rently  at an  early stage of development and has 
not as yet decided on a clear-cut strategy; it seems 
however to  be  moving  towards  an  output-based 
approaches.  Specifically,  the  country  has  issued 
decrees  establishing  procedures  for  the  recogni-
tion  of  learning  upon  entering  training.  This 
would  enable  people  to  be  exempted  from  the 
certain course requirements or units.49 
46 For  a  discussion  of  the  strengths  and  weaknesses  of 
NVQs, reference  should be made  to  the  contribution of 
Bj!l)mavold (2000a). 
47  Levels of activity in Luxembourg were not felt to be suf-
ficient to  merit a separate national study. Luxembourg is 
not therefore included in the analysis. 
48  The reform of continuing vocational training which is cur-
rently underway will use  validation systems for non-for-
mal learning to provide access to all qualifications, includ-
ing diplomas (speech by N. Pery, 2000). 
49  Decree of 16 April  1991  organising  Social advancement 
training (Enseignement de promotion sociale). 
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In all countries, however, irrespective of their 
experience, the legal recognition of non-for-
mal learning is no more than an initial step. 
General acceptance and the recognition that 
non-formal learning has a value equal to that 
of  formal  learning  is  more  ambitious  an 
objective and more difficult a task. 
4.4.4. Role of  the European Union 
The  Commission's  White  Paper  'Teaching  and 
learning:  towards  the  learning  society'  (1995a) 
helped to draw attention to ways of  identifying and 
recognising non-formal learning by stressing the 
importance of skills  acquired outside the  formal 
system. Programmes  such as  Leonardo da Vinci 
and ADAPT have provided a nursery for experi-
ments with methods and institutional systems. 
The White Paper proposes the  issue of personal 
skills cards in order to make people's skills as vis-
ible  as  possible  within  a  European  system. 
Despite the development of expert (software) sys-
tems, the proposed methods have not yet received 
the political, institutional and social impetus that 
their implementation requires. 
The  Leonardo  and  Socrates  programmes  have 
financed  a  number of projects  to  develop  auto-
mated assessment in the three skill areas defined 
by the White Paper: 
(a)  basic skills; 
(b)  technical and vocational skills; 
(c)  key skills. 
Commissioned by the Commission in 1998, Guild-
ford Educational Services drew the following con-
clusions after studying initiatives in this area: 
•  it is difficult to develop computer-assisted tests 
which are both valid and reliable in a number of 
countries because it is difficult to find a common 
core of contents that is valid in all these countries; 
•  even if there is  a common content, questions 
have  to  be  contextualised,  i.e.  they  must  take 
account  of the  cultural  and  learning  conditions 
specific to each country; 
•  appropriate and user-friendly  software has to 
be made available for users;  however, the use of 
the  new  technologies,  especially the  Internet,  is 
still raising problems; 
•  if assessment is to lead to recognition and cer-
tification, the necessary administrative infrastruc-
ture needs to be put in place; . _________ . _______  Certification systems, assessment and recognition of  skills 
•  the conditions under which assessment can be 
made legitimate still need to be defined. 
In 1997, Cullen & Jones conducted a comparison 
of European and American initiatives in this area. 
The  main  challenge  is  to  be  found  in  the 
'sociotechnical  contextualisation'  of  such  sys-
tems:  technologies  need  to  be  incorportated 
within an appropriate institutional  and organisa-
tional environment. 
Years  after the appearance of the White Paper, it 
seems  that  the  ambitious  principles  it  contains 
have  largely  remained  general  statements  and 
have had no specific, measurable impact on Euro-
pean or national policies. However, programmes 
that were launched in the meantime have played a 
much  greater  role.  From  1995  to  1997  the 
Leonardo programme alone supported more than 
one hundred projects connected with the recogni-
tion of non-formal learning. 
In  this  sense,  European  Union  initiatives 
have helped define  the  issues more clearly, 
and have thus supported processes launched 
by  the  Member  States.  Nevertheless,  the 
intensive activity carried out at national level 
is motivated more by the practical challenges 
raised  by  forging  long-term  links  between 
formal  and  non-formal  learning  than  by  a 
desire to create transparent, harmonised sys-
tems at European level. The issue now is one 
of examining  the  way  in  which  European 
activities  can support practical initiatives  at 
the national, regional and sectoral levels. 
4.4.5. Other initiatives5° 
Sectoral or industry-wide  initiatives  are  making 
this issue more complex and wide-ranging. 
While all initiatives share common interests, 
their  objectives  and  instruments  vary.  A 
Europe-wide  assessment  system  obviously 
differs  from  a  national  or sectoral  system. 
There are very different economic and organ-
isational constraints at these different levels, 
even though there are  some common prob-
lems in terms of reliability and validity. 
The methods developed can also be classified in 
terms of the framework in which they have been 
developed:  integration of formal  and non-formal 
learning,  individual  career  advancement  and 
human resource  management. Although  systems 
linked  to  formal  education  have  continued  to 
retain  the  upper  hand,  at  least  in  terms  of the 
methods actually used and put into practice, the 
number of approaches linked to the labour market 
or the enterprise seems to be increasing. 
Table  1.7 groups some examples in terms of the 
level at and framework in which they are operat-
ing.  Initiatives  at  levels  other  than  the  national 
and European are briefly reviewed below. 
The French Chambers of Commerce and Industry 
have  been  testing  a  European  standard  (EN 
45013) on assessment intended to establish a pro-
50  This section is based on Bj¢mavold (2000d). 
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National  External assessment  Competence-based  Bilan de competences (F) 
(ExternenprOfung) (D)  assessment (UK,  NL) 
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~  Methods based on  v~I,;LUii::ll 
EN  45013 (French 
Chambers of Commerce 
and  Industry) 
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(European Association) 
Source: Bj0rnavold, 2000d. 
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cedure to specify no less than the content, trans-
parency,  impartiality,  reliability  and  validity  of 
assessments.  Introducing  quality  control  at  all 
levels may provide the assessment with a  much 
higher level of confidence. 
Systematic  skill  improvement  within  an  enter-
prise  requires  a  comprehensive  survey  of  the 
skills  available. A  good  example of this  is  pro-
vided by the experience of Mercedes Benz (now 
Daimler Chrysler)  in Alabama, US. Most of the 
pool  of people  on  whom  this  enterprise  could 
draw to recruit new workers had been trained in a 
context quite different from the automobile indus-
try and did not therefore possess any appropriate 
formal qualifications. A 12-level assessment pro-
cedure was devised, starting from zero and com-
bining  interviews,  tests  and  observations  of 
behaviour in a working environment. This exper-
iment made it possible to identify learning abili-
ties and conditions of learning, i.e. elements that 
cannot be  captured by  automated and  standard-
ised tests; they require tailor-made solutions. 
The European Computer Driving Licence (ECDL) 
is a good example of  an approach specific to a task 
and/or a technology. The success of this  experi-
ment, based on clear definitions of the field to be 
assessed and on an efficient institutional structure, 
provides food for thought for future strategies. This 
type of test covers fields that can be readily meas-
ured in an almost objective way  (true/false) but 
masks key competences  such as  those linked to 
communication, cooperation and problem-solving. 
4.6. Conclusions 
Certification is generating a debate on occupa-
tional knowledge and the conditions by which it 
is produced that is calling conventional thinking 
into question. 
What  was  certain  in  the  past  (qualification, 
employment) is  being replaced by hypotheses 
(competence,  employability)  (Belier,  1998). 
Competence  is  now  to  qualification  what 
employability is to employment. 
The increasing independence of certification is 
being reflected by the diverse means by which 
it is pursued, in particular the introduction of 
new ways of recognising competences acquired 
by alternative ways of learning. 
Taking account of alternative ways of learning 
seems  increasingly  necessary  if  we  are  to 
respond  better  to  the  dynamics  underpinning 
the reproduction and renewal of knowledge and 
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to recognise the diversity of methods by which 
knowledge can be gained. 
There is increasing interest in the EUIEEAMem-
ber States in learning outside the formal system; 
the ways in which this learning can be recognised 
are central to the debate on lifelong learning. 
This debate is still restricted, however, to gen-
eral  objectives,  with  a  fairly  high  level  of 
abstraction. Some institutional barriers need to 
be removed and the  variety of learning needs 
and methods must be taken into account. 
The few measures that have been taken on a rel-
atively wide scale show that non-formal learn-
ing is still being treated as a subcategory of for-
mal learning. The specific nature of non-formal 
learning, leading to  specific competences, has 
yet to be recognised. 
The shift towards output-related systems and there-
fore  towards  more  individual  competences  will 
however increase the need for control mechanisms. 
While legality and legitimacy can be ensured by 
regulatory criteria, for reliability and validity tech-
nical and instrumental criteria need to be estab-
lished. Perfect methods are of  no value at all if  the 
appropriate  institutional  and  political  system is 
lacking.lt may be true that institutional structures 
cannot provide the whole answer but this dimen-
sion should certainly not be disregarded. 
Decisions made in the area of certification will 
have major civic and moral repercussions. Effec-
tive recognition of the competences acquired by 
alternative learning methods will have an impact 
on access to employment, recruitment methods, 
the way in which pay is set, the organisation of 
labour,  etc.  Detailed  thinking  about  all  these 
issues cannot be avoided. 
Polkyi~nplicanons 
The certification market is booming. Certifica-
tions,  assessment  methods  and  qualifications 
are proliferating. A broad political consensus -
involving the social partners in particular- and 
State control are needed to ensure that these are 
legitimate. We  need to formulate  quality stan-
dards for all of Europe. 
Varied as the approaches to the certification of 
non-formal learning may be, they are all gener-
.ated by common trends and face common chal-
lenges. Better exchanges of experience between 
countries,  t~gions and enterprises have an impor-
tant role to play in improving understanding of 
the tasks to be accomplished and in promoting 
high-quality local, regional or national solutions. -----------------------VET professionals: changing roles and professionalisation 
Box  1.13:  LDV  project  'A  European  network  of 
national  reference  structures  for  vocational 
qualification: a feasibility study (Natnet)' 
The project was designed to contribute to the trans-
parency of vocational  qualifications  by  establishing 
a  framework  for  concrete  cooperation  between 
expert bodies engaged in awarding, accrediting and 
developing  vocational  qualifications  at  a  national 
level. 
The main objectives of Natnet are the following: 
(a)  to  establish  the  working  framework for a net-
work  of reference  structures  among  the  European 
Union  and  the  associated  countries  with  the  inten-
tion  of removing  obstacles  to  the  transparency  of 
vocational qualifications; 
(b)  in  the  context  of such  a network,  to  assume 
the function of developing and  providing information 
on  vocational qualifications on  a transnational basis 
by  establishing  a  simple  methodology  to  enable 
data  exchange,  a human  interface  and  the  use  of 
available information; 
(c)  to  develop  the  network  in  such  a  way  that 
other countries may be  easily integrated,  extending 
the  'feasibility element' of the investigation from  the 
original  six  countries  to  the  European  Union  and 
associated countries. 
Austria  and  Norway  were  selected  for  conducting 
case  studies  for  investigating  the  feasibility  of the 
creation of reference structures among the range of 
public and private constituencies. 
Coordinator.  The  European  Institute  of  Education 
and Social Policy, J. Gordon and D.  Parkes, c/o Uni-
versite de Paris IX-Dauphine, Paris, France, E-mail: 
ieeps@dauphine.fr 
Final reports: J. Gordon and D. Parkes: 'A European 
network  of national  reference  structures  for  voca-
tional  qualifications'  - A  feasibility  study  (Natnet). 
The project case study: Austria and Norway. EIESP/ 
Leonardo/F37  42,  1998. 
'Using  qualifications  transnationally  - a  manual  for 
those  designing  policy  and  practice'.  Compiled  by 
Leonard  Bill for the Leonardo Natnet Project,  Euro-
pean  Institute of Education and  Social Policy,  Paris, 
1998. 
5. VET professionals: changing 
roles, professionalisation and 
steering of systems51 
This  chapter examines the  roles  of those people 
who can be termed 'VET professionals', the ways 
in  which these roles are  changing and the  intro-
duction  of new profiles.  The  potential  ways  in 
which these functions  can be made more profes-
sional  and  the  ways  in  which  they  can  be  a 
resource  for  steering  and coordinating  systems 
are also analysed, in connection with the mecha-
nisms and concepts discussed in Chapter 1. 
Box 1.14: VET professionals 
The term  'VET professionals' is  used here to desig-
nate the  various  groups of skilled  workers involved 
in  the  VET  system.  Examples:  teachers  and  train-
ers, HRD-managers, trainers and tutors at the work-
place. 
5 .1. Teachers and trainers 
Cedefop (1997a) identified six categories of tasks 
connected  with  teachers'  and/or  trainers'  work: 
tutoring,  teaching,  counselling,  development, 
training management and decision-making. 
The following conclusions can be drawn from the 
comparative studies conducted by Cedefop: 
•  full-time  teachers/trainers  are  differentiated 
from part-time/temporary teachers/trainers  in all 
countries; 
•  divisions of teachers into categories, like their 
various training pathways, depend on the extent to 
which different education systems are differentiated; 
•  teachers in general pathways are more often 
educated  in  higher  education  than  teachers  of 
vocational subjects; 
•  in most countries, teachers of vocational sub-
jects need to possess, in addition to their qualifi-
cation,  several  years  of practical  experience  in 
industry (except in Italy and the United Kingdom 
51  This chapter draws largely on the papers of L. Lassnigg, 
2000:  'Steering, networking and profiles of  professionals 
in  vocational education and training' and M. Brugia and 
A.  de  Blignieres,  2000:  'The  problems  raised  by  the 
changing role of trainers in a European context'. Contri-
butions  to:  Descy &  Tessaring, eds. Training in  Europe. 
Second report on  vocational  training research  in  Europe 
2000:  background report.  Luxembourg:  EUR-OP,  Vol.  1 
(published 2001). 
------------------------------------------- 87 Part one- VET systems, coordination and steering  ----------------------------------------------------------------------------------
which do not have a regulated vocational training 
system for personnel of this type); 
•  good information is available on teachers, but is 
harder to find for trainers due to their various places 
of work (companies and training institutions); 
•  in  the  apprenticeship  system,  in-company 
trainers are subject to regulation; 
•  the  flexible  and  complex training  structures 
for  trainers  (in  both  IVT  and  CVT)  are  often 
rooted in the market economy sector; 
•  VET  teachers  and  trainers  belong  to  two 
occupational groups, their area of expertise and 
educator. 
5.2. Context and factors in the 
development of the profiles of VET 
professionals 
Taking  discussions  within  TTnet  (Training  of 
Trainers  Network,  see  Box  1.15)  as  a  starting 
point, Brugia and de  Blignieres  (2000)  describe 
three dimensions that are helping to  modify the 
roles and skills of VET professionals: 
(a)  the development of learning organisations; 
(b)  the emphasis that is being placed on compe-
tences and non-formal learning; 
(c)  the  impact of information  and  communica-
tion technologies. 
Box 1.15: Training of Trainers Network 
TTnet  (Training  of Trainers  Network),  a  Community 
network in the area of  the training of teachers and train-
ers, was set up by Cedefop in 1998. It groups together 
national networks, made up of institutions and organi-
sations specialising in the training of trainers. 
Changes in  the  tasks and  skills  of trainers  have  a 
strategic importance, especially considering how the 
various Member States are planning to upgrade the 
professional  status  of  trainers.  For  this  reason, 
TTnet chose to focus its work in  1998 and  1999 on 
three areas: 
(a)  innovation, seen as a transferable practice cen-
tral to the process of change in training trades; 
(b)  tutoring,  seen  as  a  convergence  point for the 
formulation of a European policy to step up the 
professional status of trainers; 
(c)  changes  in  the  professional  role  of  trainers 
(theme common to all works). 
Source:  Brugia  &  de  Blignieres,  2000;  website: 
http://www. train ingvillage.gr/etv  /ttnet/i ndex.asp. 
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5.2 .1. Learning organisations 
To developing a learning organisation it is necessary 
to reconcile working and learning, while ensuring 
productivity. Breaking away from Fordist and Tay-
lorist workforce models- standardisation, minimi-
sation of qualifications needed, separation of pro-
duction tasks from planning and development tasks 
- improves  job-linked  functions  while  making 
learning into a permanent aspect of  competitiveness. 
'The purpose [of this organisation], perceived as a 
system of permanent learning, is to make organi-
sations and people more flexible, responsive and 
adaptable' (Brugia & de Blignieres, 2000). 
The  development  of learning  organisations  has 
three consequences for the education system and 
VET professionals: 
(a)  the  development  of  mentoring  tasks  that 
straddle work and training, the emergence of new 
mixed  profiles  (trainer-tutor,  occasional  trainer) 
and the incorporation of training tasks into occu-
pational skills; 
(b)  the value of non-formal learning acquired at 
the workplace, and the practices from which it is 
acquired,  have  to  be  accepted;  links  must  be 
forged  between  this  type  of learning  and more 
formal methods; 
(c)  education and training  agencies  and  institu-
tions must themselves gradually break away from 
task segmentation and set up learning organisations. 
5.2.2. Competences, non-formal learning and 
tacit knowledge 
The  introduction  of the  notion  of competences 
and the  recognition  of the  value  of non-formal 
learning and tacit knowledge has an impact on the 
functions of VET professionals. 
Identifying and building on competences acquired 
seems  to  be  the  main  form  that  this  kind  of 
approach is  taking. Bilan de  competences, voca-
tional guidance, validation and recognition of  prior 
learning, valorisation of transversal  professional 
skills and a focus on the cognitive dimension of 
learning  are  taking  place  both before  and  after 
training schemes and have a relatively significant 
impact on the tasks of educators and trainers. 
5.23. Information and communication 
technologies (ICT) 
Information  technologies  are  penetrating  both 
production and education and training on a mas-sive  scale, forging  closer links between learning 
and production models. 
Using the ICT as a support for learning requires a 
sustained commitment on the part of teachers and 
trainers. The fact that some teachers and trainers 
lack ICT skills and do not understand the educa-
tional implications of  computer-assisted learning is 
probably the main barrier to progress in this field. 
The introduction of the ICT is also breaking down 
the unity of place, action and time of the training 
process (databases, exchange networks, resource 
centres). 
The introduction and use of the ICT in VET will 
have a radical impact on the role of teachers and 
trainers who will have the status of learning facil-
itators  rather  than  providers  of knowledge  and 
skills (Cede  fop, 1999p). 
5.3. VET professionals and steering 
mechanisms 
53  .1. Responsiveness of  education systems 
If  we are to think about VET professionals within 
the overall steering of systems, we need to break 
away from the traditional view of a coordination 
between education and employment, which is often 
synonymous  with reactive  adaptation.  Primarily, 
VET needs to be able to identify real changes in the 
labour market and adapt to them. It  should be borne 
in mind, however, that the institutionalisation of 
education also plays a part in the social construc-
tion of reality. The perception of the system by its 
players and the control that these players exert on 
the  basis  of knowledge  specific  to  their profes-
sional fields then assumes a central role. 
We  therefore  need  to  study  the  extent  to 
which the professionalisation of trainers can 
have an impact on the steering of VET and 
its closer links with the labour market. 
5.3.2. Professionalisation and new roles 
of  teachers and trainers 
The traditional approach to professionalising the jobs 
of teachers and trainers involves upgrading educa-
tional qualifications, especially in order to improve 
the  training/facilitation  role.  The  outcome  of this 
method is progressively to align the function of  VET 
teachers with that of  teachers in general pathways. 
The role of the groups of professionals distributed 
throughout the various organisational spheres of 
VET professionals: changing roles and professionalisation 
learning (education and workplace) could possi-
bly be diversified in order to make teachers and 
trainers  more  like  human resource  development 
(HRD) officers. 
The  main  findings  of  Cedefop's  comparative 
studies  of the  profiles  of teachers  and  trainers 
were examined in section 5 .1. We will now tum 
to the profile of HRD managers.  52 
Box 1.16: Professionalisation 
Roche (  1999) defines professionalisation according 
to five criteria. 
(a)  economic:  acquiring  the  ability to  live  off one's 
professional activity.  Paid work helps to forge a 
socio-occupational identity. 
(b)  ethico-philosophical:  introducing  or  reintroduc-
ing ethics into occupational activity. 
(c)  sociological: obtaining a better social standing. 
(d)  psychological:  identifying  key  internal  factors 
helps  people  place  their work within  economic 
and social change. 
(e)  educational:  inventing  new methods  of training 
which  make it possible to  acquire every dimen-
sion of the competence. 
HRD professionals and their role 
HRD professionals cover a wider range of tasks 
and functions than VET teachers and trainers. Fig-
ure  1.7  presents the functions  reported by HRD 
managers themselves during a survey conducted in 
Germany (Odenthal & Nijhof, 1996, p. 69). 
The functions  of instruction/facilitation and pro-
gramme design are cited by two thirds of profes-
sionals. These two functions are therefore essen-
tial. However, trainers also play a role in organi-
sational reforms. In addition to their normal tasks, 
HRD  managers  and  consultants  carry  out need 
analyses.  Management consultants  and directors 
carry out all the tasks listed. 
At European level (de Rijk & Nijhof, 1997, p. 8), 
HRD  work  seems  to  be  concentrated  in  two 
fields:  trainer/facilitator and  leader of organisa-
tional reforms (cited in four countries by a quarter 
of  participants).  This  latter  function  therefore 
seems to be part and parcel of the work of HRD 
staff. 
52 The material used by Lassnigg (2000) to analyse the role 
of VET professionals in the coordination and steering of 
the  system was  gathered  from  recent European  projects 
(CEDEFOP, 1995a, b, 1997a; de Rijk & Nijhof, 1997). 
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PERSONNEL, EXECUTIVE 
MANAGER 
- HRD MANAGER 
'Instructor/facilitator•  'Organisation 
change agent• 
- COUNSELOR, 
COORDINATOR 
'Programme designer• 
'Needs analyst' 
ADVISOR, DIRECTOR, HEAD 
.._ __  ...~I  HRD role 
' ....  .' self-reported position 
Source: Odenthal & Nijhof,  1996,  p.  69,  Table 4.23 (figure produced by Lassnigg, 2000). 
A comparison of the two profiles shows that 
HRD managers have more complex functions 
, (often  directly  linked  to  administrative  and 
Consultancy functions) whereas in teachers and 
, trainers' functions tend to be segmented along 
; Taylorist and Fordist lines: teaching and facili-
,:,  tation tend to be quite separate from analysis, 
planning, development, evaluation, etc. 
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The following lessons can be drawn: 
•  examination of the tasks and functions con-
nected with teachers and trainers and HRD occu-
pations  highlights  their  differing  objectives  and 
areas of activity; however, HRD professions may 
add a further dimension to the professionalisation 
of the education world; -·-----------------~·------·---~·-------·--·------.. ···--·--·-·-------·--·- VET professionals: changing roles and professionalisation 
•  HRD staff undoubtedly have more complex 
roles  which combine training  and  organisational 
functions; 
•  focusing  on  'VET  professionals'  tends  to 
broaden the usual focus  on teachers and trainers 
to include all categories; as a result, professional-
isation does not merely involve improving educa-
tional qualifications; 
•  extending the learning organisation concept 
to  education  institutions  could  help  extend  the 
range of functions of teachers and trainers (Lass-
nigg & Stoeger, 1999; Lassnigg, 1999). 
The Europrof project (see Box 2.5 in Part 2) came 
to the same conclusions (Attwell, 1997a; Heideg-
ger,  1997;  Brown,  1997;  Heikkinen,  1997). 
Attwell  (1997a,  p.  261)  notes  in  particular that 
today's  roles  of teachers  and  trainers  and  HRD 
professionals  tend  to  converge  on  the  manage-
ment of learning: 
•  the functions of VET professionals are being 
extended as  a result of the expansion of continu-
ing training and the emergence of new groups of 
learners; 
•  work organisation is gradually moving in the 
direction of the learning organisation model (link-
age between work and learning processes); 
•  training for the unemployed is increasing the 
importance of counselling and development func-
tions and the organisation of new programmes; 
•  learning in context and at the workplace has 
helped  develop  activities  that  integrate  learning 
and practice (mentoring, tutoring, simulation, etc.). 
5.3 .3. Steering and professionalisation 
What  input  do  systems  need  to  move  towards 
professionalisation? How can professionalisation 
be used to steer systems? 
The division of labour among VET professionals 
has evident repercussions in terms of steering and 
coordination. Any  redistribution  of roles  within 
VET will  affect  the  structure  of education  sys-
tems. It should be borne in mind that any policy 
to professionalise VET professionals would have 
a direct impact on the overall direction taken by 
training. 
, Current  proposals  based  on  steering  by 
::  demand are intended indirectly to change the 
: behaviour of teachers and trainers by  enhanc~ 
~·  ing external influences, for instance through 
::  quasi-market structures. 
Market-oriented reforms currently in place (Eng-
land  and  Wales,  United  States,  Australia,  New 
Zealand  and  Sweden)  are  having  the  following 
impact in terms of professionalisation (Whitty et 
al., 1998, pp. 12-14): 
•  school  principals  are  starting  to  assume  an 
important role and becoming more like business-
men; 
•  work  is  becoming  more  intensive,  without, 
however,  any  gains  in  terms  of autonomy  and 
professionalism;  collective  agreements  are  also 
being threatened; 
•  reforms have not improved standards for stu-
dents while traditional aspects of education have 
been  taken  further  (fragmentation  of curricula, 
marginalisation of aspects  that are  not assessed, 
implicit curriculum for marketing purposes, etc.); 
•  external players have a very limited involve-
ment;  the  professional market is  strongly repre-
sented  and  there  is  a  certain  tendency  towards 
vote-catching as regards parents. 
5.3 .4. Proposals for professionalisation 
Heikkinen ( 1997)  suggests  a  strategy of profes-
sionalisation which retains the specific nature of 
the  different  groups  of VET  professionals.  Co-
operation between players should be improved if 
they reach a better mutual understanding of their 
respective  roles;  what  should  be  emphasised  is 
expertise,  practical  know  ledge  and  closer  links 
with  industry  and  professional  life.  Educational 
knowledge  should  be  widely  disseminated  and 
continuing training programmes should be devised 
to enable professionals to carry out their new func-
tions (administration, planning, research, etc.). 
In England, Young et Guile ( 1997) suggest that the 
traditional  aspects  of professionalism  (technical 
skill, reference knowledge, practical experience, 
sense of  responsibility) should be supplemented by 
various components (ability to research and inno-
vate,  customer/consumer  awareness,  flexibility, 
familiarity  with  electronic  learning)  in  order  to 
develop a specialist profile (connective specialist) 
able to provide a link between technical know-how 
and teaching/learning. This new specialist should 
also be able to  analyse the costs and benefits of 
training schemes in order to be able to convince 
company accounting departments of the value of 
the training schemes offered. 
The Europrof project highlighted how fragmented 
the  various  groups  of professionals  are;  at  the 
same time, however, there is a trend towards con-
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vergence of their functions. Formally integrating 
the different groups may well be a problem. There 
may be a number of alternative solutions: 
•  developing  common  elements  in  terms  of 
IVT  (level,  method  and  content)  and  new 
functions (research, HRD-VET links); 
•  increasing  cooperation  with  the  working 
world and the social partners; 
•  introducing learner-oriented programmes and 
rich learning environments. 
5  .4. Conclusions 
This  chapter  has  attempted  to  describe  the 
changing functions of VET professionals. 
The new  concept of the  learning organisation, 
the development of the concept of competences, 
the methods by  which these are produced and 
the introduction of communication technologies 
are  making  it  necessary  to  look  again  at  the 
functions of VET professionals so as to analyse 
the role they can play in coordinating and steer-
ing systems. 
Professionalising the personnel responsible for 
in-company human resource  development - a 
notion  based  on the  development  of learning 
organisations - can be seen as  the opposite of 
steering by demand. The spectrum of tasks and 
functions of HRD may well provide a basis for 
the  professionalisation  of the  various  players 
involved in VET. 
The  segmentation of labour between  different 
functions is changing and is leading to increas-
ingly complex profiles. The concept of 'educa-
tion' is being overtaken by that of 'learning' and 
organisational  functions  (development,  plan-
ning, decision-making, assessment, accounting, 
etc.) are gradually becoming part of the teach-
ing function. 
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Box 1.17: TSER project 'Teacher training, reflec-
tive theories and  teleguidance:  prospective and 
possibilities  in  teacher training  in  Europe' (the-
matic network) 
The research analyses reflective competences train-
ing  in  initial teacher training  for general  secondary 
and  vocational  education,  using  teletutoring  as  an 
instrument in school-based training 
This research includes the following activities: 
•  an  inventory study of research activities in the 
field  of IT related  to  the  development of reflective 
competencies in training; 
•  four preparatory studies on the use of telemat-
ics as a reflection aid. These studies will focus on: 
(a)  development  of  instruments  to  measure  the 
reflective skills; 
(b)  installation of the technical requirements for the 
research; 
(c)  development of hypothesis and  research  ques-
tions (they will focus  on the effects of telematic 
intervention of teacher trainers in  the reflection 
process); 
(d)  development  of  research  agenda/  design  for 
future research by partners involved. 
Coordinator:  W.  Veen,  Utrecht  University,  IVLOS 
Institute  of Education,  Faculteit  Techniek,  Bestuur 
en  Management, The Netherlands; 
http://www.ivlos.uu.nl/reflect/index.htm Part two 
Lifelong learning and competences: challenges and reforms 
In this part, lifelong learning is addressed from a pedagogic perspective, analysing the skills to be devel-
oped, the teaching and the methods to be put in place, the reforms to be implemented in education systems 
to ensure that courses are individualised and flexible, and new forms of  skills acquisition in enterprise in 
connection with the restructuring into learning organisations. 
The first chapter discusses the new educational paradigm underlying the strategy of  lifelong learning. The 
way the concept has evolved, from its initial appearance in  the 1970s up  to the present day is analysed. 
The various elements of  the current approach are considered, with a view to identifying reforms aimed at 
breaking  through  the  isolation  of these  elements and implementing  a  holistic approach.  The  analysis 
endeavours to answer two questions: what are the factors justifying the introduction of lifelong learning 
strategy into the debate, and how does the lifelong learning strategy affect education and employment pol-
icy elements? 
The chapter headed 'Competences, learning processes and didactic innovations for new occupational pro-
files' endeavours to show that curricular reforms are necessary to respond to changes in the labour mar-
ket (emergence  of competences and new occupational profiles). It begins with a  brief look at the new 
requirements, labour market trends and the responsiveness of training systems. This introduction is fol-
lowed by an analysis of  the various competence elements and, in particular, of  key/core competences. The 
way in which these concepts are transposed into curricula and related teaching practices is then consid-
ered. Follows an attempt to  specify how the incorporation of  generic skills and/or key/core competences 
into VET curricula can meet the new needs of  the labour market (and of  modern society in general) and 
respond to technological change. 
To  ensure a range of  high-quality learning, VET must, among other things, incorporate new elements of 
flexibility and facilitate  increased individualisation. This  topic is  addressed in  Chapter 3. At European 
level, the debate is increasingly concentrating on the following priorities: improved coordination of  initial 
and continuing vocational training; an increased use of  modules in training streams, encouraging a more 
flexible approach to skills; creation of  programmes combining vocational and general qualifications (dual 
qualifications in  particular); addition of 'supplementary' qualifications to  training  options, facilitating 
individualisation of  pathways and career development. These  reforms are  aimed not only at increasing 
flexibility and differentiation in VET, but also at making it more attractive and improving its status in rela-
tion to general education. 
' .. .a modern enterprise [must] be continually open to its environment so as to import (learn) new knowl-
edge and [ ...  ] to  transform this knowledge and create new knowledge, making it part of the  company's 
unique 'know-how" (Nyhan, 1999, p.16). The work and organisational concepts currently being proposed 
involve new social links and improve the possibilities for dynamic professionalisation and for learning. 
However,  learning  integrated into  the  modern  work process  is  radically  different from  pedagogically 
organised training. In the boldest scenarios, new forms of  work are equivalent to new forms of  learning. 
These concepts are analysed in Chapter 4. 
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1. Lifelong learning: from creation 
of a concept to a new educational 
paradigm
1 
In this chapter, we shall be looking at the concept 
of  lifelong learning, from its creation in  the early 
I 970s  to  its  current  meaning,  and  asking  two 
important questions: what are the factors justify-
ing its introduction into the debate, and what edu-
cation and employment policy elements do  it fur-
ther? The majority of  the subjects addressed here 
are covered in greater detail in other parts of  the 
report,  which means that readers will find many 
references  enabling  them  to  cover  the  various 
subject areas in greater depth. 
1.1. Why lifelong learning? 
In  a  society  where  globalisation,  technical 
advances and communication technologies under-
line  the  increased  importance  of human  capital, 
the  advent of the  concept of lifelong learning is 
accompanied  by  increasing  awareness  of  the 
importance of processes of acquiring  and updat-
ing knowledge and skills. 
Learning is a process which has always accompa-
nied individuals throughout their lives. However, 
today  there is  an  awareness  of the  value of this 
learning, leading to institutionalisation of the vari-
ous  forms  of  know  ledge  and  skills  renewal. 
Another new dimension lies in the fact that while 
education used to be regarded as  a social right of 
which people could take advantage if they wished, 
it is now seen as an economic duty which must be 
imposed on everybody (Carre, 2000, p. 50). 
The  rapid  rate  of technological  change  and  the 
instability of the labour market force  individuals 
to  be  prepared  to  perform  several  jobs  in  the 
course  of their  working  life  and  face  profound 
social changes. In this context, the initial phase of 
acquisition of knowledge and vocational skills no 
longer enables individuals to  adapt effectively to 
the  various stages punctuating their working life 
as a whole. Continuing training in its current form 
(often unregulated and detached from  the  initial 
education  system)  is  also  unable  to  provide  an 
entirely  satisfactory  answer  here.  Individuals 
1  This  chapter is  largely  inspired  by  the  paper by  M.  Nf 
Chaellaigh, 2000:  'Lifelong learning- How the paradigm 
has changed in the 90s'. Contribution to: Descy & Tessar-
ing, eds. Training in Europe. Second report on vocational 
training research in Europe 2000: background report. Lux-
embourg: EUR-OP, Vol.  1 (published 2001). 
need  to  be  equipped  with  core  and  vocational 
skills,  continuously  updated  within  a  cohesive 
system. The shortcomings of the initial and con-
tinuing training  systems are  leading the  authori-
ties to ask themselves various questions: 
•  What skills need to be acquired in the course 
of initial (general/vocational) training, which will 
not very rapidly become obsolete? 
•  What  skills  will  enable  the  individual  to 
derive maximum benefit from continuing training 
and from the various stages of learning? 
•  What  links  need  to  be  established  between 
schools and enterprises, to facilitate both the tran-
sition between these two structures and the acqui-
sition of relevant skills, as well as responsiveness 
on the part of the systems? 
•  How can employers be encouraged to make a 
strategic and financial commitment to updating of 
knowledge and skills of their employees, includ-
ing those of the lowest-skilled workers? 
•  How can access to education and training be 
ensured for individuals excluded from the labour 
market (the unemployed, excluded individuals of 
all kinds)? 
•  By  what  means  are  skills  updated  in  new 
organisational structures characterised by a reduc-
tion in the segmentation of work? 
•  How can the different time points, places and 
channels of learning be combined in both institu-
tional  and  pedagogic  terms  - both  horizontally 
(the various general and vocational channels) and 
vertically  (initial  and  continuing  education  and 
training)? 
•  Assuming that a solution is  found to each of 
the previous questions, how can it be ensured that 
such a complex system is  transparent for all  the 
players? 
Implementation  of a  policy  of lifelong  learning 
aims  at  answering  all  the  above  questions.  In 
addition to  the choice of skills to  be imparted to 
individuals, the system's institutional model must 
be called into question. 
1.2. First appearance of the concept 
In the early  1970s, the concept of lifelong learn-
ing  suddenly  acquired  a  political  dimension, 
given  concrete  expression  by  three  similar  but 
independent  statements  from  the  Council  of 
Europe, Unesco and the OECD. 
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long  learning was  based on two basic elements: 
(  1)  extension  of post  -compulsory  education  to 
cover the  entire lifespan, and  (2)  organising  the 
system  in  order  to  cover  all  aspects  of life  in 
recurring  fashion  (work,  leisure  time,  and  even 
retirement). 
Thus  it  appeared  to  be  necessary  to  implement 
such a policy for the following reasons: 
•  alternative  educational  approaches  to  initial 
education need to be developed, to accompany 
the increasing recognition of non-formal learn-
ing  and  the  growing  diversity  of  learning 
materials  and  technologies,  but in  particular 
because  of  the  wish  to  develop  'second 
chance' schools; 
•  the political will exists to ensure fairer access 
to education for all social groups; 
•  the  education  system  is  no  longer  able  to 
respond satisfactorily to the changes affecting 
the world of work; 
•  it is realised that mass education can also mean 
exploiting certain opportunities later in life; 
•  education,  social  and  labour  market  policies 
must be made cohesive. 
The approach proposed in the 1970s focused on a 
vision  of education  regarded  as  systematic  and 
institutionalised, with little recognition of options 
for learning outside formal institutions (except in 
certain  countries,  cf.  for  example  the  dual  sys-
tem).  Of course  it  was  accepted  that  simply  to 
extend traditional education throughout life  was 
no  solution,  and  that  new  methods  would  be 
needed; however, there was a greater emphasis on 
the  content of learning than on the processes or 
the learner. 
The initiatives  taken primarily  consisted of pro-
moting so-called open or distance learning. These 
measures  mainly  benefited  those  with  tertiary 
qualifications,  thus  demonstrating  their  limita-
tions in respect of the aim of mass education. The 
United Nations conference on 'Education for all' 
(1990) also emphasised that the concept must aim 
at the  'universality and quality of initial or basic 
education  for  children  and  hitherto  illiterate  or 
undereducated adults' . 
Moreover, Wain (1993) shows that the concept of 
lifelong  learning  appears  to  have  been  used  by 
different authors with different meanings. In com-
mon usage, it was  (and often still is  today)  syn-
onymous with adult education. 
1.3. Reappearance of the concept 
The economic recession in Europe disrupted the 
implementation of an  education policy  that had 
emerged at the end of the  1960s. Structural eco-
nomic  changes  linked  to  the  crisis  exerted 
increasing pressure on public finances, sometimes 
culminating in  a reduction in budgets.  To  some 
extent,  therefore,  the  concept  was  abandoned 
until the  1990s. That is  why  a large  number of 
organisations,  including  the  European  Commis-
sion, appeared to recreate the concept. However, 
is our current perception of lifelong learning sim-
ilar to the concept as originally put forward? 
Many changes in the interim made it necessary to 
rethink  the  concept.  Compulsory  education  was 
extended  in  many  countries,  and  young  people 
stay  at  school for longer2;  the  increase in youth 
unemployment  (although  this  now  appears  to 
have  been  declining  for  several  years)  led  to 
access to upper secondary education being devel-
oped; new programmes with a vocational compo-
nent were  introduced into  non-university  higher 
education, sometimes including periods  of work 
experience; certain concepts, such as that of alter-
nance  training,  became  more  widespread;  the 
demand for education later in life was rising, even 
extending to people in retirement. Post-secondary 
and adult education attempted to respond to these 
demands by offering  short and modular courses, 
some  of them including  a  practical component. 
Distance learning, part-time studies and open uni-
versities  developed.  Thus  education  provision 
diversified and to some extent courses were indi-
vidualised.  Non-formal  learning  linked  to  work 
experience began to be recognised. 
In order to combat unemployment, measures were 
implemented with a view to facilitating the transi-
tion of young people from the education system 
to  the  labour  market  (e.g.  the  Youth  Training 
Scheme in  the  UK);  training  was  developed for 
the unemployed and the  long-term unemployed, 
along  with  training  programmes  for  women 
returning to the labour market. 
The question of competitiveness and performance 
has come to the fore on the labour market. Enter-
prises have increasingly been confronted with new 
needs, in order to adapt not only to technological 
change but also to innovations in work organisa-
tion (products and processes, management meth-
ods, work structure and globalisation of markets). 
2  The TSER 'EDEX' project (see Box 4.5  in Part 4)  deals 
with these questions. These developments have accelerated the depreci-
ation rate of skills and knowledge acquired before 
entry into and during working life. 
Thus  since the  concept of lifelong learning first 
appeared,  the  labour market  and  education  sys-
tems  have  been  affected  by  profound  changes, 
associated  in  particular  with  technological 
advances and the demographic trend. 
These changes have shown the importance of the 
idea of employability, which refers to the need to 
develop  and  maintain  workers'  skills, equipping 
them with the knowledge and ability necessary to 
stay  in  employment  throughout  their  working 
lives. To this end, individuals need to be empow-
ered  to  influence  their  own  employability  by 
becoming  independent  (self-directed),  lifelong 
learners. In this context, lifelong learning must be 
seen as a requirement and as a right for all. 
Box 2.1 : Lifelong employability 
The ILO's Committee on Human Resources, Training 
and Development (2000) has adopted a broad defini-
tion of employability, in terms of a person's ability to 
secure and  retain  a job, to progress at work and  to 
cope with change throughout their working life. 
According to  the  ILO  (1998,  pp.  116-118),  'a  major 
issue  facing  training  systems  nowadays  concerns 
the  development of workforce  skills  from  a lifetime 
perspective'. 
Since there are considerable doubts that initial train-
ing  can  now suffice for the  employment needs of a 
lifetime,  enterprises  which  actualise  learning  and 
proficiency are  powerful  assets in  the  maintenance 
of lifelong  employability.  If employers  are  reluctant 
to extend lifelong learning to the entire workforce or 
to  share the regulation of worker training, it is up to 
the public authorities to promote lifelong employabil-
ity  by  assisting  individuals  to  train  at  their  own 
expense  (subsidised  loans,  training  vouchers;  see 
Part 1,  Chapter 2). 
Skills  certification  can  encourage  individuals  to 
invest further in their own skills (see Part 1, Chapter 
4).  Modern communication methods- including TV-
based technical courses and the open learning insti-
tutions - allow adults to  learn  at their own  conven-
ience, as correspondence courses did for many ear-
lier generations. 
Sources: ILO,  1998, 2000. 
In its current sense, the concept is gradually putting 
the  emphasis  on  the  idea  of  'learning'  at  the 
expense of that of 'education/training' (teaching). 
This means that the individual must be autonomous 
anq take responsibility for choosing his/her own 
training, provided that he/she is provided with the 
necessary prerequisites to assume this role (see Box 
2.12). This new approach puts individual at the cen-
tre  of the  process  and  made  the  active  party  in 
his/her training, rather than simply being a 'recep-
tacle' for knowledge. Thus in the debate at least, we 
are moving from an instructive-based approach to 
learning to a constructive-based approach. 
Box  2.2:  Lifelong  learning:  important  stages  at 
European and international level in the 1990s 
1995 
Publication  of  the  European  Commission's  White 
Paper on  'Teaching and learning - towards a learn-
ing society' (European Commission, 1995a). 
1996 
•  European Year of Lifelong Learning. 
•  Conclusions  of  the  European  Council  of  20 
December 1996 on  a strategy for lifelong learn-
ing (European Council,  1997). 
•  OECD ministers adopt the goal of lifelong learn-
ing  for  all,  specifying  that  it  is  a  continuous 
process  extending  from  infancy  to  retirement 
(OECD,  1996i). 
1997 
European  Union  Employment  Ministers  make  life-
long learning a key element of employment strategy. 
1999 
At  the  Cologne  European  Council,  the  European 
Commission  and  Member States agree  on  a com-
mon  definition:  'All  purposeful  learning  activity, 
whether formal or informal, undertaken on  an ongo-
ing basis with the aim of improving knowledge, skills 
and competences' (European Council,  1999). 
1.4. Dynamics 
The facts available to us in the literature lead us 
to suppose that development of  a policy of  life-
·.  long learning is based on political rather than 
·.  social reasons. The first stage of the national 
strategies seeks, for the most part, to promote: 
•  investment  in  skills  associated  with  the 
working  environment  with  a  view  to 
increasing competitiveness; 
•  employability,  by  helping  individuals 
fully to develop their potential, in particu-
lar the  unemployed  and  other disadvan-
taged  groups,  in  order to prevent social 
exclusion; 
•  quality, efficiency, efficacy and accessibil-
ity of measures supported by the State. 
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Challenges for the education system 
1.  Efforts to combat illiteracy & improve communication skills  )t  )C  )C  )C 
2.  Promotion of scholastic success  )C  )C 
3.  Reform of schools and school management/improvement 
of curricula  )t  )C  )C  )t 
4.  Provision of advice and quality guidance  )C  )t  )C  )t  )C 
5.  Promotion of schools in the community 
(also as an educational resource) 
Economic and social considerations 
6.  Specific measures for the long-term unemployed, including young 
people who have left the school system prematurely without 
qualifications  )t  )C  )C 
7.  Facilitation of transitions within schools and from school to training  )C 
8.  Provision of initial training programmes as a direct response to the 
requirements of contemporary life  )t  )C  )C  )t  )C  )t 
9.  Active partnership between education, training and working life  )t  )t  )C  )t  )C 
10.  Workplace role as a learning environment  )C  )C  )t  )C  )t 
11.  Development of local communities through education and training 
12.  Learning in  informal systems  )C  )t  )t  )C  )t 
13.  Construction of bridges between informal and formal education  )C 
Continuing education and training 
14.  Social partnership  )C  )t 
15.  HRD strategies in the workplace  )t 
16.  Stimulating investment  )t  )C  )C 
17.  The role of tertiary education vis-a-vis adults and working life  )t  )C  )C  )t 
18.  Creating bridges between work and education  )C 
11.  General education for adults to reinforce personal development 
and job options  )t 
Bridges and links between general and vocational education 
20.  Closer links between general education and all types of vocational 
education and training  )t 
21.  Active involvement of students in the learning process  )C  )C 
22.  More work experience and more possibilities for accrediting it  ·)C  X  )C 
23.  Access, certification  )C  )C 
24.  More flexible tools for certification and accreditation  )t  )C  )C  )C  )C 
25.  Methods of accrediting earlier learning and experience  )C  )C  X  )C 
26.  Access to higher education  X  )C 
27.  Large-scale dissemination of information on training opportunities  X  )C  X  )C  )t 
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28.  High-quality initial, in-service and continuing training for teachers 
and trainers  )(  )(  )( 
29.  Distinguishing of the roles of the adult educator  1(  1( 
The role of new technologies 
30.  Flexible access and delivery utilising technologies and  distance 
education  )(  )(  )(  )(  )(  )(  1( 
31.  Availability and  utilisation of multimedia tools in educational 
institutions  )(  )(  1(  )(  1( 
32.  Training of teachers in the use of multimedia tools  )(  )( 
Sources: compiled by Ni Cheallaigh (2000) based on: 
•  1  0-point programme on  recurrent education, Copenhagen: Danish Ministry of Education,  1995; 
•  La formation professionnelle: Diagnostics, defis et enjeux, Paris: Secretariat d'Etat aux droits des femmes et a Ia formation pro-
fessionnelle,  1999; 
•  Adult education  in  an  era  of lifelong learning,  Green  paper on  adult education,  Dublin:  Department of Education  and  Science, 
1998; 
•  Lifelong learning: The Dutch initiative, Zoetermeer,  Ministry of Education, Culture and  Science,  1998; 
•  The joy of learning: a national strategy for lifelong learning, Helsinki, Ministry of Education,  1997; 
•  The learning age: a renaissance for a new Britain, Green Paper, London: HMSO, 1998; 
•  New competence: the basis for a total policy for continuing education and training for adults. (NOU  1997:25 -Abridged version), 
Oslo: Ministry of Education, Research and Church Affairs,  1997. 
Most strategies recognise, to varying degrees, the 
importance  of lifelong  learning  for  citizenship, 
individual  wellbeing  and  the  future  of  society 
(e.g. in Finland), but they focus more strongly on 
material and economic aspects. Table 2.1 contains 
a summary overview of the  strategies employed 
in various countries in relation to the Decision of 
the European Council (European Council, 1996).  3 
1.5. Essential elements of the current 
concept of lifelong learning 
At this point we  shall examine the essential ele-
ments of the new concept put forward, in order to 
3  This  table  summarises  the  Council's  recommendations 
and omits pre-school education. It may also suggest that 
the countries shown are  more active than the  others are. 
The countries included are  characterised by implementa-
tion  of a global  strategy  in  this  field.  Denmark  will  be 
including  large-scale  vocational  programmes  as  from 
2000. The United Kingdom has  published Excellence  in 
Schools  (DfEE,  1996).  Since  1996,  Norway  has  been 
making great efforts to implement its 94 reform at upper 
secondary level. In Ireland a white paper entitled Human 
Resource Development (Department of Education and Sci-
ence,  1997)  has  been  published  by  the  Department  of 
Enterprise, Trade and Employment. 
bring out the challenges thus  set for  States, edu-
cation systems, enterprises and individuals. 
1.5.1./nitial education and training for 
young people: a minimum learning platform 
Despite  the  reduction  in  the  size  of the  youth 
cohort as  from the mid-1980s and the expansion 
of sectors  capable  of providing  more  jobs  for 
young  people, the  situation of young  people on 
the  labour  market  is  less  good,  comparatively 
speaking,  than  that  of adults  (despite  a  fall  in 
youth  unemployment in  the  past few  years,  see 
Part 4, Chapter 1). 
Many organisations, including the ILO (1998), are 
expressing increasingly serious doubts  about the 
current ability of  initial training to develop skills in 
the labour force for the whole of working life. 
Moreover, many empirical studies show that indi-
viduals  with  a  higher  level  of initial  education 
derive more benefit from continuing education and 
training measures throughout the rest of  their lives. 
These  arguments  militate  in  favour  of an  initial 
education  system  capable  of  equipping  young 
people  with  foundation  skills  enabling  them  to 
become lifelong learners. 
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Thus initial training appears to be a tool preparing 
individuals  to  acquire  an  adequate  level  of 
employability  and  adaptability,  by  equipping 
them with the necessary  capacities  and  skills  to 
orient  themselves  and  adapt,  throughout  their 
lives,  to  changes  in  occupations  and  working 
environments. 
However,  initial  education  and  training  do  not 
currently  seem  to  be  performing  this  function. 
The skills cited as essential to a good start on the 
labour market include basic literacy  and numer-
acy  skills.  Few  data  are  available  on  the  skills 
levels  of individuals  leaving  the  education  sys-
tem, to enable us  to  assess the size of the effort 
required in order adequately to equip young peo-
ple. According to Mcintosh and Steedman (1999), 
taking  the  TIMSS4  results  as  their basis, a sub-
stantial proportion of individuals  leaving  school 
at the end of compulsory education (ISCED 0-2) 
have  insufficient  numeracy  skills  to  ensure  that 
they are employable and can update their qualifi-
cations. This study establishes that technological 
change is likely to increase the demand for quali-
fications, and that the ISCED 0-2 (at best, diplo-
mas of lower secondary education) and ISCED 3 
(diplomas of upper secondary education)  groups 
will be obliged to update their skills in the course 
of their working lives. 
On the basis of these two conclusions, Mcintosh 
and Steedman (op. cit.) maintain that it is  essen-
tial to raise the skills level of the lowest qualified 
individuals. This  is  what is  required in order to 
ensure  that  the  entire  population  will  have  the 
necessary  potential  for  lifelong  self-directed 
learning. 
With regard to  literacy levels, IALS  results  (see 
Box  2.4)  show  that  young  people  (16-25  years 
old)  have  a  higher  level  of literacy  than  adults 
aged  46-55  (Table  2.2).  Thus  young  people  are 
better equipped than their elders as  regards their 
basic reading skills. However, it should be noted 
that in the majority of the countries studied, only 
around  two  thirds  of young  people  achieve  at 
least literacy  level  3, which  is  described  as  the 
minimum necessary to cope with the demands of 
our advanced societies. 
Development of a  minimum platform of foun-
dation  skills  assumes  the  acquisition  of,  in 
particular: 
•  a  series  of generic  skills,  such  as  literacy, 
numeracy,  learning  to  learn,  self-organisation, 
4  Third International Mathematics and Science Study. 
102 
s  80  73 
NL  77  52 
B(FI)  76  52 
CA  67  46 
CH  67  45 
D  66  58 
AU  62  49 
UK  56  47 
IRL  50  34 
us  45  51 
PL  35  17 
The IALS survey distinguishes five levels of literacy, including: 
Level  3:  this  level  is  regarded  as  the  minimum  required  to 
cope with the demands of everyday life and  work in  complex 
and developed societies. It is roughly equivalent to the level of 
skill  required  to  complete  secondary  education  successfully 
and  enter higher education.  Like  the  higher levels,  it requires 
the  capacity  to  integrate  several  information  sources  and 
resolve complex problems. 
Levels  4  and  5:  these  levels  describe  respondents  who 
demonstrate high-quality information-processing skills. 
Source: OECD,  Statistics Canada,  1997. 
self-responsibility, ICT skills, problem diagnosis 
and solving, teamwork, communication, etc.; 
•  key/core  competences,  transferable  within 
occupational  groups,  since  initial  education  and 
training  no  longer  prepare  individuals  for  the 
whole of their working lives, and specific theoret-
ical and practical knowledge must be replaced by 
widely applicable vocational competences.5 
These skills and competences cannot be acquired 
in  a  traditional  scholastic  environment  alone.6 
Reforms must be implemented, in order: 
(a)  to facilitate integration of these skills/compe-
tences into the curricula of both general and 
vocational education; 
5  See Chapter 2 for  an  analysis of the components of the 
skill/competence concepts. 
6  Chapter 2 discusses the skills and competences required to 
cope with changes in the world of work and takes up some 
teaching proposals drawn from pilot projects aimed at the 
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(b)  to  facilitate  their  acquisition  by  means  of 
changes in teaching processes; 
(c)  to  create combined training  channels  (alter-
nance)  to  permit contact with  the  world  of 
work right from the initial training stage, etc. 
The countries participating in the Newskills proj-
ect (F,  NL, P,  S, UK - Mcintosh  &  Steedman, 
1999)1  reached  agreement  on  the  content  of a 
minimum learning  platform, identifying the  fol-
lowing skills/competences: 
•  all forms of communication, including quanti-
tative  literacy8  and  self-presentational  skills, 
which require a good command of  one's mother 
tongue and basic numeracy skills; 
•  knowledge  of a  foreign  language  (preferably 
English); 
•  a  minimum level of understanding  and mas-
tery of ICTs. 
Personal  and  social  skills  are  also  becoming 
increasingly  important:  the  capacity  for  self-
directed  learning,  the  ability  to  respond  to 
unforeseen  situations  at  work  and  to  manage 
interpersonal  relationships  effectively,  and  the 
ability  to  manage  one's  time  and  one's  work 
independent!  y. 
Mcintosh and Steedman also emphasise that in all 
European countries, the vast majority of schools 
fail  adequately  to  prepare young  people  to  take 
advantage of continuing training provision, even 
though certain teaching reforms  and innovations 
have been implemented  (see  Chapters  2  and  3). 
More seriously, some young people leave initial 
vocational  training  with  an  aversion  to  learning 
and  are  reluctant  to  participate  in  any  further 
training. 
In  Europe,  education  and  training  for  young 
people are dominated by four types of education, 
whose  respective  importance  varies  from 
country  to  country:  general  education,  school-
based  VET,  altemance  training,  and  training 
measures  restricted  exclusively  to  the  work-
place. Figure 2.1, based on the VET data collec-
tion (Eurostat), shows the distribution of young 
people  at  upper  secondary  level  among  the 
various types. 
7  See Box 5.20 in Part 5. 
8  Quantitative literacy: the knowledge and skills required to 
carry  out  isolated  or  sequential  arithmetical  operations 
with  figures  included in  printed  material  (e.g.  checking 
the amount of a bill, filling in an order form, or establish-
ing the interest level of a loan in an advertisement). 
Box  2.3:  Initial  education  and  training:  current 
international statistical sources 
Two  international  sources offer comparable  statisti-
cal  information,  updated  annually,  on  initial  educa-
tion  and training. 
(a) The UOE data collection (UNESCO/OECD/Euro-
stat) is a tool used by the three organisations to com-
pile each year,  from  administrative sources, compa-
rable international data on important aspects of edu-
cation systems. The data collected relate to student 
numbers, new students, successful students, teach-
ing staff, establishments, and expenditure on educa-
tion.  The  data  are  classified  by  level  of education, 
sex,  age,  type  of programme  (general/vocational), 
type  of teaching  (full-time/part-time),  type  of estab-
lishment (State/private), field of study and nationality. 
In order to be included in the field of the survey, a pro-
gramme must take place at least partly within an edu-
cational establishment. 
(b)  The  main  objective  of the  VET  data  collection 
(Eurostat)  is  to  collect  comparable  data  on  VET 
programmes  in  EU  and  EFTA  (European  Free 
Trade Association) countries and  to  produce statis-
tical  indicators  for  the  use  of  political  decision-
makers. The  statistical data on  the  participants are 
compiled  programme  by  programme.  The  main 
characteristics  of each  programme,  such  as  dura-
tion,  training  venue  and  method  of financing,  are 
also collected. Training programmes are included in 
the  scope  of the  data  collection  when  they enable 
all the necessary skills to exercise an occupation to 
be  acquired,  thus  permitting labour market access, 
if they  are  of secondary,  or  higher  non-university, 
level,  and  last (for the  main field  of data collection) 
at least 600 hours. 
· The initial stage of education and training is 
crucial, since it represents a unique  'invest-
. ment' in the founding of skills on which indi-
. vi  duals  can  rely  throughout  their  lives. 
; Through the medium of a minimum educa-
, tion and .training platform, young people will 
. be able to develop basic skills and key com-
, petences on which they can base and build up 
; their later learning. 
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•  VET at the workplace (more than 75% of training time) 
VET in alternance (between 90% and 25% of training takes place in a work environment) 
•  VET at schools (more than 75% of training time) 
•  General education 
UK:  no data available for venue of training. 
* Estimation. 
Source: Cedefop, European Commission, Eurostat (forthcoming); countries sorted by general education. 
1.5.2. Continuing education and training in 
the private sector 
Enterprises and individuals play a key part in 
the  strategy of lifelong learning. They must 
be  involved  in  developing  their  potential 
through the expedient of government policies 
designed to create a favourable economic and 
social environment. 
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Box 2.4:  ~ontinuing education and training: cur-
rent international statistical sources 
Four international sources currently provide compa-
rable  statistical  information  on  training  in  the  work-
place and  adult education. 
(a)  The  Community  labour  force  survey  (CLFS, 
Eurostat - EU)  collects data relating to  the working 
life  of  individuals.  It  enables  information  to  be 
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and  on  training  received  in  the  four weeks  prior to 
the survey 
(http://europa. eu. int/comm/eurostat/). 
(b)  The  Continuing  vocational  training  survey 
(CVTS,  Eurostat - EU)  was  carried  out for the first 
time  in  1994,  and  was  repeated  in  2000.  It collects 
information from employers on the training organised 
by the enterprise in the previous year (Eurostat, 1997; 
European Commission, 1998a). 
(c)  The  European  Community  household  panel 
(ECHP,  Eurostat- EU) collects data of various kinds 
from households. It enables information on adult edu-
cation to  be  obtained.  However,  the  possibilities for 
analysis are  limited owing to the size of the sample 
and  the  poor  definition  of  some  categories 
(http://europa.eu.int/comm/eurostat/). 
(d)  The International adult literacy survey (IALS -
OECD) was carried out in order to identify the scope 
and  nature  of the  literacy  problem  and  to  make  it 
possible  to  investigate  the  factors  influencing  the 
development  of adults'  skills  in  different  (working 
and  home) environments in  different countries. The 
survey  results  for  seven  countries  were  published 
(CA,  D,  NL,  PL,  S,  CH,  US;  OECD  &  Statistics 
Canada,  1997). 
The  European  Commission  and  Eurostat,  with  the 
support of various organisations including the OECD, 
Unesco,  Cedefop and  Eurydice,  have set up  a task 
force under the name of 'Measuring Lifelong Learn-
ing', whose aim is to propose measurements for life-
long  learning,  covering  its  many aspects.  This task 
must  be  carried  out  in  keeping  with  the  European 
Commission's political orientations in the international 
context, and in accordance with the European defini-
tion of the concept of lifelong learning (see Box 2.2). 
1 .5 .2 .1. Work organisation and learning 
enterprises 
Governments  have  authorised  many  efforts  to 
encourage enterprises to invest in training, since the 
increase in the quantity of training is based on private 
investment, emanating primarily from enterprises. 
Enterprises are facing a need for restructuring and 
for updating of their workforces' skills, to which 
training offers an essential response. 
Over and above organising training courses, some 
enterprises tend increasingly to integrate learning 
and  training  into  the  work  process  and  involve 
themselves in higher education and research. Cer-
tain enterprises appear to  go  as  far as  modifying 
their  work  organisation  and  to  develop  on  the 
lines of the learning enterprise model.9 
9  See  Chapter 4  for  an  analysis  of progress  towards  this 
organisational method; see Part 3, Chapter 1 for an analy-
sis of developments based on empirical results. 
In  restructuring  their human capital, such enter-
prises tum towards  forms  of learning  integrated 
into the production process, with the work process 
replacing  the  classroom  or  training  centre  (the 
focus  being on development rather than training; 
see Chapter 4). Teamwork, job rotation, coaching 
and mentoring, training workshops, quality circles, 
the intranet (or other ICTs), exchanges with other 
enterprises,  dealing  with  customers,  and  self-
directed learning using distance learning aids, to 
name  only  some  of  the  methods  used,  offer 
employees opportunities to develop their skills. 
The  transition  from  a  traditional  division  of 
labour to new organisational methods incorporat-
ing the learning dimension cannot be effected in 
one day, and requires the active involvement and 
support of management and workers. 
Generally speaking, human resource development 
(HRD) is  part and parcel of the policies of many 
enterprises  in  Europe,  the  US  and  Japan  (see 
Chapter 5.1. of Part 3 of this report). 
1.5  .2 .2. Cooperation among players 
When training takes place outside the enterprise, 
it is not easy to match the content of the measure 
to the enterprise's specific needs: firstly, it is  dif-
ficult for employers to define the skills they need, 
and  secondly,  the  skills  acquired  are  not  trans-
ferred directly to the work environment. 
In  Denmark,  the  OVE  project  (Bottrup,  1995) 
showed that collective involvement of the various 
players is needed- workers, management, mana-
gerial  staff,  teachers  and  training  institutes  - in 
order to stimulate relevant learning and cross the 
boundaries between training providers and enter-
prise.  There  must  be  ongoing  cooperation  in 
preparation, training and its evaluation/follow-up, 
to facilitate the transition between work and train-
ing and vice versa. This project also showed that 
skills  are  acquired  better  in  context,  i.e.  in  the 
context  of the  working  environment  and  not  in 
isolation, in institutions. 
1 .5 .2 .3. Small and medium-sized enterprises 
Empirical studies have shown that SMEs favour 
experiential  leaming10,  often  relatively  unplan-
ned, rather than formal  continuing training. Fig-
ure  2.2  shows  that  SMEs  organise  less  formal 
training than larger enterprises do. 
10  See Table 2.10 for a definition of this term and of the var-
ious  types  of learning it covers (see also  Chapter 3.5  in 
Part 3 for a discussion on training in SMEs). 
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•  % of enterprises organising training 
Source: European Commission, Eurostat, Cedefop, 1997. 
Research conducted by Cedefop into micro-enter-
prises in the sales, car repair and printing sectors 
(1997b,  1998f,  g)  emphasises  that  individuals 
who have had no initial training derive less bene-
fit  from  informal  continuing  training.  Workers 
who have received initial vocational training are 
more capable of taking the initiative with regard 
to updating their know-how and skills, while the 
lowest qualified workers are more dependent on 
others. In the car repair sector, trained mechanics 
learn: 
•  by solving problems themselves; 
•  by carrying out regular job rotation; 
•  by dealing with customer complaints; 
•  by doing work that is increasingly complex. 
Mechanics  with  no  initial  training  tend  to  ask 
their superior for help or to watch an experienced 
colleague.  Thus  they  derive  less  benefit  from 
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Participation rate in enterprises organising training 
informal  learning  than  the  first  group  (trained 
mechanics).  11 
1.5  3  Non-formal learning: identification, 
assessment and recognition12 
Development  of a  methodology  for  identifying, 
assessing  and  recognising  non-formal  learning 
must be regarded as a crucial stage in preparing to 
implement  a  strategy  of lifelong  education  and 
training. It is becoming important to  link various 
forms of  learning in all areas of  life (lifewide learn-
ing) at various stages of life (lifelong learning). 
This  approach involves  establishing bridges  and 
links between a wide variety of fields of learning, 
11  For an  analysis  of the  particular problems of SMEs, see 
Chapter 3.5. of Part 3 of this report. 
12  Chapter 4 of Part 1 of this report is partly devoted to this 
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facilitating  combinations  and  synergies  that 
would be inconceivable within traditional institu-
tional systems. 
These bridges are: 
•  within the formal education and training sys-
tem, (a)  vertically between initial and continuing 
education and training (e.g. by facilitating combi-
nation of self-contained training modules); (b) hor-
izontally between different education and training 
streams (e.g. facilitating a move from VET to gen-
eral education by  means of a common-core syl-
labus in the curriculum of the two streams); 
•  between the national and transnational levels, 
enabling individuals to  combine skills and quali-
fications  acquired  in  different  systems  and  cul-
tures  (e.g.  the  computer  driving  licence  or  the 
personal  skills  card  suggested  by  the  European 
Commission); 
•  between formal learning (initial and continuing 
education  and  training)  and non-formal learning 
(on-the-job, in one's free time, at home, etc.), e.g. 
through  mechanisms  for  identifying,  validating 
and recognising experience acquired, such as  the 
French Bilan de competences (Bj~rnavold,  2000c). 
Identification  and  recognition  of  individuals' 
competences  is  a key  factor  in  establishing  the 
above-mentioned bridges. 
Knowledge acquired in the workplace or in other 
situations  in  everyday  life  is  rarely  taken  into 
account  or  recognised.  Little  has  been  done  to 
develop  procedures  for  assessing  this  informal 
knowledge.  It  has  now  been  established  that 
experiential learning constitutes a major element 
of continuing training  in  the  enterprise, particu-
larly  in  SMEs  and  micro-enterprises.  There  is 
increasing  acceptance of the  need  for  accredita-
tion mechanisms enabling this type of learning to 
be assessed and recognised, in order to make indi-
viduals' competences more visible (see Chapter 4 
of Part  1),  and  for  the  creation  of a  system  of 
interchangeable qualifications  (see  Chapter  3  in 
this Part). 
Furthermore, enterprises can use human resources 
accounting  as  a  method  of assessing  intangible 
assets, i.e. the value of an enterprise's human cap-
ital  in  terms  of competences  and  know-how  not 
apparent  from  a curriculum  vitae  or certificates 
and diplomas  (see Chapter 5 .2.  of Part 3 of this 
report). This approach enables private enterprises 
to  promote themselves with investors and future 
employees, and  to  workers concerned with their 
career development or wishing to change jobs. 
1.5 .4. Teachers and educators13 
School-based education is a fundamental element 
of implementation of a strategy of lifelong learn-
ing.  Unesco's  report  'Learning:  the  treasure 
within'  (1996), reaffirms  the  irreplaceable  value 
of institutionalised learning. If one supports  this 
view, teachers and educators have a crucial role. 
The teaching population is ageing- admittedly to 
a moderate extent - and a large proportion of it is 
now  in  its  50s  (with  wide  variations  from  one 
country to another- from 43% in Sweden to  13% 
in Austria). The majority of teachers  working in 
1998 were likely to have been trained before the 
1980s (OECD, 1998g). As with most other occu-
pations, initial teacher training then followed (and 
often still follows)  a model of Taylorist speciali-
sation. In 'modem' schools, teachers are increas-
ingly  asked  to  work  in  line  with  the  learning 
organisation  model.  This  involves  teamwork,  a 
broader  definition  of  functions,  administrative 
tasks, etc. The continuing training measures pro-
posed do  not  appear to  enable teachers to  adapt 
sufficiently to these new requirements. 
Lassnigg (2000) suggests professionalising teach-
ing, in particular by training teachers to  perform 
tasks  for  which  human  resources  managers  are 
responsible  in  enterprises,  instead  of systemati-
cally  focusing  on  updating  on  the  educational 
function  (see  Chapter  5  of Part  1).  The  author 
draws attention to the essential part to be played 
by  VET  professionals  in  steering  systems  and 
their modernisation. 
In  its  conclusions,  EUROPROF  recommends 
organising new forms of education for both VET 
and HRD professionals, 'based on a new teaching 
system which recognises the links between tech-
nology,  education,  training  and  work'  (Brown, 
ed., 1997, p.  115). 
The  new  educators  will  be  multidimensional, 
combining  educational  and  professional  compe-
tences.  Their training  will  need  to  be  based  on 
broad  profiles,  and  to  focus  on  knowledge  of 
work processes and key qualifications, facilitating 
the  transfer of learning  both  within  a family  of 
occupations  and  into  associated  domains.  This 
will open the way to a university discipline enti-
tled 'VET pedagogy' (Brown, ed., 1997). 
13  For a more detailed analysis of the new challenges facing 
teachers and trainers, readers are referred to Chapter 5 of 
Part 1 of this report. 
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Box 2.5:  LDV project 'New Forms of Education 
of  Professionals  in  Vocational  Education  and 
Training (EUROPROF)' 
EUROPROF  is  a  two-year  research  programme 
which  is being carried  out by an  international team 
bringing  together  16  partners  drawn  from  research 
institutes and  universities  in  14  different European 
countries. The project is sponsored by the European 
Community Leonardo da Vinci programme. 
The  long-term  aim  of the  project  is  to  develop  a 
'community'  of  VET  researchers  and  practitioners 
and  the  'professionalisation' of VET as a discipline 
and a profession in its own right.  In the shorter term 
the  project aims to build an  international network of 
VET researchers and to develop new qualifications 
for VET professionals, planners, teachers and train-
ers,  through a European Masters (MA)  qualification 
to  be  offered  in  universities  in  different  European 
countries. 
Source:  EUROPROF  web  page:  http://www.itb.uni-
bremen.de/PROJEKTE/europrof/Default.htm 
In the workplace, the tutor's and trainer's role is 
experiencing  a  situation  in which  initiation  and 
supervision are  becoming less important and  are 
being replaced by team management and organi-
sation,  definition  of tasks  and  development  of 
colleagues' potential. Longworth (1999) speaks of 
'learning counsellors' who guide and facilitate the 
learner's activities, whatever the learning venue-
school, work, etc. 
A more constructivist concept of  learning 
In  recent  years  the  concept  of comprehensive 
education  has  come  into  being,  along  with  a 
change  in the  basis of learning theory:  the  con-
structivist perspective acknowledges the essential 
role of learning by action.14 
These  developments  involve  a  fundamental 
change in the functions and roles of training staff. 
The  learner  is  no  longer  regarded  as  a  passive 
receptacle which must take in knowledge. Teach-
ers and trainers must gradually adapt in line with 
the  active  and  reflective  part  played  by  the 
learner.  Table  2.3  illustrates  the  various  dimen-
sions  of this  change  of perspective, in  terms  of 
both the  way  in which individuals learn and the 
pedagogy and methods. 
14 Cf. Tessaring, 1998b, pp. 182 ff.; Straka &  StOckl, 1998. 
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I 
Teaching and learning 
from the instructionist 
perspective 
Learning is passive (the 
individual is receptive), 
largely linear and 
systematic. 
Teaching and learning 
from the constructivist 
perspective (a} 
Learning is an active/ 
constructive, 
self-governed process, 
based on situations, with 
results that cannot be 
foreseen. 
I  The  t-;~~her teaches,  The learner plays an 
active, largely 
self-determined part. 
The teacher becomes 
an adviser and helps to 
structure the learning 
I  demonstrates, explains; 
I  the student copies and 
I  integrates. 
l 
I 
I  l  process.  r-----·---------------------------------------------1 
1
1 
Learning content is seen  Learning content and 
as a closed system of  knowledge are not 
I 
knowledge and elements.  defined in isolation, but 
conceived as being 
I 
1  dependent on individual 
1  and social contexts. 
'------------ ···----· ·-·------··-· ------------------------·----------------------·--------------J 
(a)  Implementing constructivist learning does not mean that 
the  stages  of transmission  of knowledge  disappear,  but 
that they are incorporated into more active forms of learn-
ing and contextualised. 
Source: Authors, based on Dehnbostel & Dybowski, 2000. 
Generally  speaking,  for  both  teachers  and 
trainers,  the  transition  from  instructionist 
education  to  a  constructivist  approach15 
involves completely redefining duties within 
the  enterprise,  training  establishments  and 
schools. Hitherto, teachers and trainers have 
taught,  demonstrated  and  explained.  In  the 
new forms of learning, they will be advising 
and structuring processes. 
1.5  .5. Disadvantaged groups 
In  the  new  paradigm,  institutionalisation  and 
rationalisation  of  learning  are  based  on  the 
assumption that every individual must be a life-
long learner, i.e. must have the capacity to learn, 
the  necessary  tools  and  access,  while  being 
responsible for choosing his/her own route. In the 
15  In which the individual plays an active part and content is 
contextualised  and  influenced  by  the  problems  encoun-
tered, which means that the teaching situation is less fore-
seeable  and  incorporates  practical  aspects  to  a  greater 
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current  participation  model,  however,  lifelong 
learning  appears  to  be  'elitist', since  it favours 
individuals with a higher level of initial training 
(OECD, 1999e). The ILO (1998) emphasises that 
education and training are primarily available to 
adults who have a head start and are most highly 
integrated into the labour market. Furthermore, it 
is the highest categories of staff who derive most 
benefit  from  training  (OECD,  1996j;  Pfeiffer, 
2000).  Research  has  also  shown  that  the  direct 
influence of factors  such  as  social origin  is  less 
strong today, but that they exert an indirect influ-
ence in terms of access to and  success in educa-
tion and training programmes (see Part 5 of this 
report). 
I 
Specific measures must be aimed at various 
target groups in order to prevent any increase 
~- in inequalities as regards access to education. 
(a)  First target group: young people who leave 
secondary education without reaching upper sec-
ondary levetl6 • This group has to overcome a dou-
ble obstacle on a highly competitive labour mar-
ket:  a lack of both qualifications and experience. 
Moreover, being unemployed reduces the oppor-
tunities  for  acquiring  experience  and  training. 
Hence this  group is  more exposed to the risk of 
entering  the  vicious  circle  of  social  exclusion 
(state  dependence,  see  Part  4,  Chapter  4).  The 
EU's Employment Strategy plans and specific ini-
tiatives at national level are tackling this group's 
problems (Youthreach- IE, New Deal- UK, Pro-
grammas de garantia social- E, etc.). 
However, in many Member States the main prob-
lem  is  still  the  shortage  of jobs.  Programmes 
preparing young people to enter the labour market 
by encouraging them to take their own - lifelong 
- learning in hand in order to ensure that they are 
employable  do  not  create  jobs  per  se.  Actual 
training  courses  for  young  people,  leading  to 
qualifications,  should  be  put  in  place  to  make 
them more eligible for job vacancies (see Part 4, 
Chapter 4.1.; Bollens, 2000). 
(b)  Second target group:  lower qualified work-
ers .17  The  minimum  level  of  qualifications 
required for access to the labour market has now 
16  Chapter  2  of Part  5  of this  report  describes  the  many 
facets  of the process of transition between the  education 
system and working life. 
17 Section  3.3.  of Part 5  deals  with  this  group's  particular 
problems. 
been raised to that of upper secondary education, 
and many adults in the population of working age 
are  below this  level. The  results  of the  interna-
tional adult literacy survey (IALS; OECD & Sta-
tistics Canada, 1997) confirmed the need to  pro-
mote  basic  education  and  work-related  skills 
among adults. 
Mcintosh and  Steedman (1999)  note  that  in  the 
workplace, the lowest qualified workers (ISCED 
0-2)  have  limited  access  to  training  measures 
organised  by  employers  (Table  2.4).  It  also 
appears  (IALS)  that  when  they  have  the  same 
access, the lowest qualified are more reluctant to 
participate in  a training  measure. There  are  two 
possible reasons for this scenario: (1) these work-
ers  are  less  aware  of the  potential  benefits  of 
training  (for  example,  they  do  not  necessarily 
receive  a wage  increase);  (2)  they  have  a more 
negative perception of school and learning. The 
formal adult education and training system is fail-
ing because it replicates the education system and 
is  not  attractive  to  lower  qualified  individuals 
who are already in the active population. 
A general  consensus  emerges  among  players  as 
regards  governmental  responsibility  vis-a-vis 
training  for  disadvantaged  groups.  However,  an 
individual's occupational survival in our modem 
Levetofedueation 
Country  Below  ISCED 3  ISCED 5  ISCED 6  ..  7 
ISCED 3 
Participation rates 
B (FI)  8  23  36  41 
IRL  16  24  32  41 
NL  24  37  49 
44  59  69  79 
--~,~  ............ -~,A....---~-~  -
9  24  25  33 
7  26  45  37  -------- .. ~- ---~,--.,~-------
11  37  44  45 
-~  ------~"'""""' ~--~-....-..-.......................... -,--.,·~-..  ~~--~--- ..... 
21  28  49  56 
30  38  50  60  I 
I 
35  70  "!  us  19  57 
(a)  Employees:  25-64-year-olds,  mainly  working  full-time 
(over 30  hrs/week) for at least 42  weeks  in  the  past  12 
months and not having student status. 
Source: OECD and Statistics Canada/IALS, 1997. 
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society  is  also  dependent  on  opportunities  for 
continuing  training  in  the  workplace.  Trade 
unions play a crucial part in negotiating the rights 
of workers to training, particularly as regards the 
lower qualified or those  with  a more precarious 
occupational status  (part-time or fixed-term con-
tracts). 
(c)  Third  target  group:  older  workers,  whose 
rate of participation in continuing training is  also 
below  average  (Figure  2.3).  They  also  receive 
fewer  hours  of training  in  the  context  of their 
work (Table 2.5). Over the next years, most Euro-
pean countries and Scandinavia in particular will 
experience an ageing of their populations, which 
will  affect  the  workforce  - fewer  young  people 
will come onto the labour market, and their entry 
there will be delayed by  an  increase in the dura-
tion  of their initial education. Here,  Unions  can 
play  an  important  part  by  encouraging  older 
workers  to  undergo  training  and  by  making 
employers aware of the specific needs of this cat-
egory of employees. 
(d)  Fourth  target  group:  the  unemployed  or 
individuals at risk of unemployment18 who should 
benefit from  active measures on the labour mar-
ket. The concept of social activation and the ensu-
ing initiatives are aimed at rapid reintegration into 
the  labour market of the  unemployed and  those 
living on welfare benefits. These active measures 
are generating increasing interest, but their imple-
mentation varies  from  country to  country (com-
pulsory or non-compulsory nature of these meas-
ures,  choice  of activities  deemed  appropriate  to 
reintegration). In most of the programmes, social 
inclusion must take place solely by means of the 
labour market (Geldof,  1999). No  clear link has 
yet been established between programmes of this 
type,  aimed  at  reintegrating  individuals,  and  a 
strategy of lifelong learning. These programmes 
18  Chapter 3 of Part 5 of this report is devoted to an analysis 
of active  policies  for  reintegrating  the  unemployed into 
the labour market. 
lilttrre 1.3: Rafti()ipation in lifelong edttcation and training, selected countries, 1994  .. 95, % <aJ 
3-5  &-7  8-12  13·15  16--18  19-21  22·24  2~29 30-34  35  ... 39  4044 45-49  5()..54  55-59  60-65 
age 
-o- Participation in formal education (  1995) 
....CJ- Participation in education and adult training (1994-95) (b) 
(a)  % of each group participating  in  formal  education  (from  3-29 years),  and  participation  in  education and  adult training (16-65 
years);  non-weighted average of 9 countries (B,  CA,  IRL,  NL,  NZ,  S,  CH,  UK, US). 
(b)  Except full-time students younger than 24 years. 
Source: OECD database and  IALS, OECD (1998g). 
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B (FI)  32  22  28  27 
IRL  59  44  34  47 
NL  84  57  27  57 
UK  69  59  34  53 
PL  29  18  12  20 
CH  (Fr)  55  20  16  31 
CH  52  29  28  37 
CA  42  48  28  39 
AU  58  48  31  45 
us  62  33  26  38 
(a)  Employees:  25-64-year-olds,  mainly  working  full-time 
(over 30  hrs/week)  for at least 42  weeks  in  the  past  12 
months and not having student status. 
Source: OECD and Statistics Canada/IALS,  1997. 
are short and specific and so need not necessarily 
be coordinated with the rest of the system. On the 
other  hand,  if  the  aim  is  to  achieve  genuine 
requalification of individuals, programmes of this 
type  are  likely  to  be  less  effective  (Bollens, 
2000), and links will need to  be established with 
the rest of the system of lifelong learning. 
1.5  .6. Impact of  information and 
communication technologies as a didactic 
tool 
Information and communication technologies 
(ICTs) may lead to new forms of exclusion. 
While offering individuals a major degree of 
flexibility  (choice  of subjects  and  learning 
times and methods, particularly via the Inter-
net), they introduce a risk of marginalisation, 
especially for individuals who have particu-
lar learning needs  and/or .come  from disad-
vantaged social environments, who are there-
. fore less familiar with these technologies.19 
19  See also Tessaring, 1998b, pp. 180 ff. 
The policies in  place attach more  importance to 
providing schools with ICT equipment than to the 
skills teachers need in order to use these tools and 
guide students. 
Teachers  and  trainers  have  an  essential  part  to 
play in implementing learning through ICTs, but 
there are two major obstacles to be overcome: the 
lack  of skills  of certain  teachers  in  the  field  of 
ICTs, and inadequate understanding of the educa-
tional implications of this type of learning (Cede-
fop,  1999p). 
ICTs  help  to  expedite  changes  in  the  role  of 
teachers,  from  instructor  to  facilitator  of 
learning. Despite everything, in general ICTs are 
continuing  to  reinforce  instructionist  teaching, 
since  they  are  used  above  all  to  promote more 
flexible  forms  of  delivery  rather  than 
autonomous  or problem-based  learning.  Objec-
tives need to be clarified before these technolo-
gies are used - is  the primary aim to promote a 
method  of  flexible  delivery  or  interactive 
learning? (Onstenk, 2000) 
1.6. Institutional settings 
Education  systems  and  labour  market  policies 
need to undergo radical structural reform, in order 
to  incorporate  all  the  aspects  mentioned  in  this 
chapter and to create links between existing sub-
systems. 
1.6.1. Horizontal links 
Within the education system, bridges need to  be 
established  between  the  various  education  and 
training  streams  to  facilitate  individual mobility. 
These bridges can be organised in various ways, 
e.g.  modularisation  (the  different  programmes 
contain common units), integration and/or mutual 
enrichment of the two streams in terms of organi-
sation and/or curricula, or creation of dual qualifi-
cation streams leading to highly qualified occupa-
tions  and  opening up  access  to  higher education 
(see Part 1  , Chapter 3). Chapter 3 of this  part of 
the  report  offers  further  examples  drawn  from 
national practice. 
1.6.2. Vertical links 
Links need to  be established between initial and 
continuing  education/training  systems  to  ensure 
ease of transition from one to the other. The task 
of developing  certain  competences  assigned  to 
continuing training will be easier if a know ledge 
base  and certain attitudes have been acquired in 
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the  course  of  initial  tramtng.  Various  reforms 
have been proposed, in particular the introduction 
of learning  periods  in  the  workplace  in  initial 
vocational training to familiarise individuals with 
learning at work, the creation of modular training 
courses enabling individuals to design their con-
tinuing training on the basis of the modules cov-
ered in initial training, or recognition by the edu-
cation system of competences acquired by infor-
mal  means  for  individuals  starting  training  or 
acquiring a new qualification (see also Chapter 3 
below). 
1.6.3. Links between education policies and 
labour market policies 
Education  policies  and  labour  market  policies 
should be coordinated with a view to  strengthen-
ing  cooperation  among  the  various  players  (e.g. 
education and  employment ministries, the  social 
partners). Such interaction is desirable in order to 
make  interventions more  effective  and  to  widen 
the range of options available to individuals. 
1.6.4. Links between the education system 
and the production system 
Links  should  be  created  between  the  education 
system and the production system, with a view to 
facilitating transition from one to  the other, mak-
ing training systems more responsive, and helping 
individuals  to  familiarise  themselves  with  the 
world of work. Creation of such links necessitates 
coordination of all the players (authorities, educa-
tion and training establishments, enterprises, and 
social partners). 
An integrated system of lifelong learning requires 
the establishment of an effective network of links 
and bridges as described above. 
1.7. A genuine change of paradigm? 
Various  elements  confirm  the  advent  of a  new 
paradigm of lifelong learning. 
Ten  years  ago,  the  various  elements  of lifelong 
learning were  still being considered in isolation. 
Today, most countries  appear to  be  opting for  a 
more holistic approach to the concept as a whole. 
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Various elements are now regarded as essen-
tial: 
•  initial education and training must enable 
a solid  skills  base to  be  acquired, enabling 
every individual to design his/her own course 
of lifelong learning; 
•  adults  manifesting  a  certain  aversion  to 
learning should be encouraged and supported 
by  measures  designed  to  develop  them  at 
work and in the knowledge-based society; 
~  it is now recognised that enterprises have 
become an essential driving force as regards 
updating  the  skills  of adults  in  the  labour 
force; 
~  reforms  are  no  longer  confined  to  the 
education system; all the players (authorities, 
education and training establishments, unions 
and individuals) are  aware of the social and 
economic upheavals and of the need to  take 
action; 
~  coordination  of and  cooperation  among 
teaching  and  training  establishments, enter-
prises, the authorities and the social partners 
has become essential. 
The  definition  adopted  by  the  European  Union 
underlines the importance attached today to  cer-
tain elements of lifelong learning (see Box 2.2). 
One speaks of learning activity (and no longer of 
teaching),  formal  or  informal  (demonstrating 
recognition  of the  variety  of types  of access  to 
knowledge and  skills), entered into on a perma-
nent basis (the process is continuous). 
Unesco (1997, presented by Laberge, 1999) traces 
the development of the  concept in distinguishing 
between the original term, 'continuing education', 
and the current term, 'lifelong learning' (Table 2.6). 
The change in vocabulary illustrates an evolution 
in the way in which researchers, VET profession-
als  and  policy-makers  understand  the  concept. 
The value of this policy must be acknowledged in 
different spheres of society so that different types 
of learning,  implemented  at  different  stages  of 
life, can receive equal social recognition, promot-
ing  the  linking  and  legitimacy  of the  various 
stages and kinds of skills training. __  Lifelong learning: from creation of  a concept to a new educational paradigm 
Linear approach to 
learning: accumulated 
1 in the course of life 
I 
Accumulation has 
developed into interaction 
between knowledge 
acquired in the initial 
stages of education and 
that acquired later on  in 
life, and between 
!  theoretical and  practical  . 
I
.  knowledge -+ multilinear  · 
learning concept  :  1---·- ------------------------------ ----------------------------------------------- _____ , 
1 Acquisition of knowledge  Renewal and  updating 
~ 
of competences in  new  . 
contexts  · 
·-------~---------------------------~-------- --------·----~----------~---i 
Focused on the  Focused on competences : 
ll  individual, the learner  rooted in the individual  • 
(the idea of key  : 
1 1  competences is  · 
1  introduced)  , 
~----·-----------------------·--
!  Recognition of prior  Recognition of  : 
!  learning through  competences acquired in 
1  validation mechanisms  different places through 
!  originating in the school  appropriate validation 
II  system  mechanisms and  having 
value in social spheres 
l  other than school: 
I 
workplace, family,  etc.  , 
----~------------------------------ --------------------~--~--------~---~--: 
Education, teaching  Learning (constructivist)  • 
i (instructionist)  : 
L----------------------------··-·  -------------------------
Source:  Authors,  based  on  Unesco,  1997,  presented  by 
Laberge,  1999. 
Many observers denounce the assumption by 
labour market policy of  the strategy of  lifelong 
learning. In fact this strategy is often reduced 
to a mechanism for updating workers' compe-
tences in the course of  their working life, with 
the aim of maintaining their employability -
the essential function of social advancement 
and social cohesion is often neglected, some-
thing  which  risks  taking  us  towards  a  two-
speed, elitist, knowledge-based society. 
1.8. Conclusions 
A new educational paradigm is currently taking 
shape. It is based on a concept of lifelong learn-
ing which endeavours, on the one hand, to trans-
mit general skills and key/core competences to 
young people and, on the other, to  ensure that 
adults have access to ongoing training. 
We  have reviewed the various elements which 
combine to  form  the  system of lifelong learn-
ing. Responsibility should be shared by govern-
ments, employers, unions, local authorities and 
individuals. In practice, however, these partners 
are still wondering about their respective duties 
and roles. Governments are postponing reform-
ing  existing  structures,  and  training  provision 
for disadvantaged groups is often inadequate. 
As  yet,  the  involvement  of  employers  and 
workers  is  apparent  only  in  the  quantity  of 
training programmes organised, with  'learning 
enterprises' still representing  diverse  realities. 
Unions are preparing to take on their new role 
as  promoters  of learning  for  workers.  New 
forms of social partnership and networking are 
slowly coming into being. 
Countries equipped with an efficient education 
system,  whose  population  has  a good  general 
level  of education,  have  made  most  progress 
with implementing a practical strategy for life-
long learning. At present every research field is 
limited  to  specific  elements,  and  there  have 
been few signs of an interdisciplinary approach. 
Financing  of this  strategy,  a key  factor  in  its 
development, requires reform of public expen-
diture on education and training. Moreover, the 
ambitious  objectives  which  have  been  estab-
lished  make  it  necessary  to  call  for  private 
investment (enterprises and individuals). Read-
ers will find a more detailed discussion of the 
possible implications in Chapter 2 of Part 1. 
Practical implementation of a modem policy of 
lifelong learning is a long-term task, which will 
be aided by a transnational exchange of experi-
ences. 
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Box 2.6: TSER projects relevant to research on lifelong learning 
'Forum of European research in vocational education and training' (thematic network) 
This forum  has as  its  objective to  explore a European dimension for VET and  for research  into the  capacity for 
change and adaptation of education systems. 
The  network will examine the pressures to  increase the quality of VET,  skill levels of those in VET,  quality assur-
ance,  flexibility,  and  transnationality,  while taking  into account different responses to  employer involvement,  indi-
vidual funding and changing work organisations. 
Five forum workshops are envisaged: 
(a)  common practices and values in VET; 
(b)  VET and the labour market; 
(c)  organisational changes required of vocational training institutions; 
(d)  in-company training and  school-to-work transition; 
(e)  the Learning Organisation. 
Coordinator: M.  Kuhn,  University of Bremen, lnstitut Technik & Bildung, Germany. 
E-mail: mkuhn@zfn.uni-bremen.de 
'Implementation of virtual environments in training and education' (thematic network) 
The key objectives of the project are as follows: 
•  to map out the teaching and learning approaches in virtual learning environments (VLE), especially those aris-
ing from combining face-to-face and distance education methods in traditional institutions and  companies; 
•  to critically assess the impact of European diversity into international VLE,  in  relation to common elements of 
curriculum, language issues, and  institutional adaptation of the E&T systems to open and distance learning; 
•  to  contribute to  innovation  in  public educational  institutions,  in  relation  to the  restructuring  of its functioning, 
and cooperation with similar European institutions and with the private sector when implementing VLE. 
The intended outcomes are,  among others: 
(a)  Three empirical studies on  issues, problems and practices in the following areas: 
•  teaching/learning approaches in virtual open learning environments; 
•  cross-cultural and academic dimensions in European diversity; 
•  institutional/organisational factors in fostering innovation on  public institutions and training companies through 
the implementation of VLE. 
{b)  A report integrating each empirical study with the aim of contributing to the innovation policy of both public and 
private institutions in developing new ways of open and distance learning based on VLE; 
Coordinator: J.  M.  Sancho Gil,  University of Barcelona, Spain. E-mail: jmsancho@doe.dS.ub.es 
'Lifelong learning: the implications for universities in the EU' 
The general aim  of this project is to investigate how the  universities in  the EU  respond to the concept of lifelong 
learning (LLL). 
The project will identify, analyse and discuss the actual forms of involvement in  LLL of the universities concerned. 
In  addition the research will explore actual and potential policies and strategies of universities referring to LLL and 
will compare them with corresponding policies and strategies of international organisations namely the EU,  OECD, 
Unesco and the Council of Europe. 
Coordinator: D.  Tsaousis & N.  Kokossalakis, Pantio University- KEKMOKOP,  Greece. 
E-mail: akokosa@panteion.gr 
'Changing working life and training of older workers' 
The research focuses on  individual and organisational effects, needs and opportunities emanating from the inter-
section of two trends: the ageing of populations and the changes in working life. 
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The key objectives of the research project are: 
•  to investigate the extent to which the knowledge, skills, experience and attitudes of older workers (45+) can be 
recognised, valued and utilised in work and  learning situations; 
•  the ways in which older workers learn within work settings; 
•  the extent to which human resource development (HRD) practice and educational interventions involving older 
workers can facilitate lifelong learning and productivity; 
•  the ways in which the diversity of the workforce in  these terms can  contribute to the development of learning 
organisations in  the work context and, more generally, to the creation of the learning society; 
•  through case studies and comparative analysis of good practice in  different countries, the  ways  in  which the 
above objectives can contribute to the flexibility and productivity of the European older workforce and to social 
cohesion generally. 
Coordinator: T.  Tikkanen, University of Jyvaskyla, Department of Education, Finland. 
E-mail: tikkanen@campus.jyu.fi 
Final Report: SOE2-CT97-2016- T.  Tikkanen: Changing working life and training of older workers. 
----------·---------------~------------·-----·----
Box 2.7:  LDV projects related to lifelong learning 
'Advantaged  not  disadvantage  (AND):  a project to  establish  new models of initial training for disadvan-
taged young people based on the assessment of current provision in  6 EU  geographic areas' 
The principal aim of this project is to establish new models of initial training for disadvantaged young people based 
on  critical  assessments of the current conditions in  6 EU  geographical areas.  However,  the final  report concerns 
three countries: Finland, Greece and the UK. 
Respondents were invited to value the quality of training design, delivery and development. Another objective was 
to consider the most important external influence on training development, and to suggest possible changes. 
Coordinator: SQW Segal Quince Wicksteed Ltd,  Cambridge UK,  E-mail: mailbox@sqw.co.uk. 
Final report: SQW ltd: 'Advantage not disadvantage (AND).  Final report for Finland, Greece and the UK.' 1998. 
'Over 45:  Causes of exclusion and the role of lifelong learning' 
The European Observatory on Ageing and Older People (EOAOP) was established in  1990 to monitor four key pol-
icy areas: 
(a)  incomes and living standards; 
(b)  health and social care; 
(c)  social integration; 
(d)  age and employment. 
This  study  has  provided  a  picture  of the  approach  of four  Member States  (Spain,  Italy,  Sweden  and  Finland) 
towards continuous training I lifelong learning. The consolidated experience and tradition in  educational interven-
tions of the Scandinavian countries may be  very important for the rest of the EU,  but also Spain shows what can 
be achieved, even from a relatively low base, when the political element is present. 
Recommendations from the research concern different levels: EU level, national level, the enterprise/organisational 
level, the older-worker level. 
Country reports were prepared for Finland,  Italy,  Sweden. 
Coordinator: M.  L.  Mirabile by the IESS-AE, lstituto europeo di studi sociali- associazione europea.  Rome Italy; 
E-mail: m.l.mirabile@ires.it 
Final report: 'Over 45:  causes of dismissal and the role of lifelong learning'. 1999. 
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'Lifelong learning policies in European cities and new employment opportunities for disadvantaged people 
(POLLiis)' 
The main aims of this study were: 
(a)  investigation of major lifelong learning initiatives promoted by European cities; 
(b)  developing  tools  and  methodologies  useful  for those  wishing  to  initiate  new  lifelong  learning  policies  or to 
improve the ones which are already established. 
The survey has been  structured in two phases. The first is a comprehensive review of European learning cities in 
countries  belonging  to the  EU  and  also  outside  the  Community.  The  second  is  a comparative  analysis of cities 
selected as interesting cases and studied in greater depth. 
Learning City:  citizens  participate  in  policy-making  to  shape their educational  and  learning  agendas;  the  city  is 
responsive to its citizens needs and provides appropriate learning environments and opportunities. 'A learning city 
addresses the learning needs of its locality through partnerships .... Learning cities explicitly use learning as a way 
of promoting social cohesion, regeneration and economic development, which involves all parts of the community.' 
Policy orientation: This study identifies six elements of policy orientation that were confirmed by the PoLLiis survey 
and  can  be found, to different extents, in  most city policies of lifelong learning. 
Policy definition:  Policy definition  has to  do with  considering  and  finally  choosing  the  best ways to  achieve the 
agreed goals. Several  steps were taken to promote awareness and  dialogue between citizens and  the city as a 
learning environment. 
Policy implementation: How to put policy into practice with regard to learning cities; the leading roles in taking for-
ward the learning city from concept to reality are played by people and institutions. 
Policy evaluation: Three main steps were defined for carrying out an  evaluation: exploring and planning; data col-
lection and analyses; utilisation and dissemination. 
The POLLiis Learning Cities Forum (LCF): The LCF is not an  association, but an informal, structured and focused 
gathering of cities that want to work together and to prepare the ground for other partnerships. It is a project gen-
erator, a city-based core structure that allows the validation of surveys and analyses.  It was established to design 
and  run joint lifelong learning initiatives and to exchange experiences and opinions on a wide range of issues. 
Coordinator: C.  Dondi and  C.  Brecciaroli,  SCIENTER- Centro di  Ricerche e Servizi Avanzati  per Ia  Formazione, 
Bologna, Italy. 
Survey report: C.  Brecciaroli,  C.  Dondi,  SCIENTER (eds.):  'Lifelong learning policies in  European cities and  new 
employment opportunities for disadvantaged people'. Bologna,  1999. 
2. Competences, learning processes 
and didactic innovations for new 
occupational profiles20 
This  chapter addresses  the prospects  offered by 
updating of  VET curricula in response to changes 
in occupational profiles and the skills and compe-
tences required.  We  begin by taking a brief look 
at the new requirements, the labour market trends 
and the  responsiveness of training systems.  This 
introduction is followed by an analysis of  the con-
20  This chapter is largely inspired by the paper of J. Onstenk, 
2000: 'Training for new jobs: contents and pilot projects'. 
Contribution  to:  Descy  &  Tessaring,  eds.  Training  in 
Europe. Second report on vocational training research in 
Europe 2000:  background report. Luxembourg: EUR-OP, 
Vol.  1 (published 2001). 
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cept of skill and competence and,  more particu-
larly,  of key/core  competences.  We  then  look at 
how these concepts are actually put into practice 
in  the  curricula  and  what  teaching  practices 
ensue.  We  endeavour to  specify how  incorpora-
tion of  generic skills and/or key competences into 
VET curricula  can  respond to  the  new  require-
ments imposed by the labour market, technologi-
cal change, and modern society in general. 
2.1. Responsiveness of VET systems 
As  we  say throughout this report, job content is 
changing at an increasing rate, mainly because of 
two factors: 
(a)  the introduction of new  technologies, which 
put the emphasis on intellectual competences 
rather than action-based competences; (b)  the  expansion  of new  organisational  para-
digms, which establish new requirements as 
regards  variety,  flexibility  and  quality  in 
occupational practice. 
The new production and organisational concepts 
stress  the  importance  of worker  autonomy  and 
responsibility.  Job  content  is  enriched  by  new 
competences  (e.g.  problem  solving)  and  places 
emphasis on the importance of quality. There are 
fewer hierarchical levels (Onstenk, 1997b) .21 
'The modernisation of production, based on crite-
ria  of  quality,  efficiency  and  competitiveness, 
cannot  be  achieved  by  a  workforce  trained  for 
given  posts.  [  ...  ]  training  geared  to  the  old 
Fordist- and Taylorist-type models of work organ-
isation does not permit development of the  new 
competences required in the  context of a highly 
competitive and international market; concentra-
tion of training on a single skill will henceforth be 
regarded as  a reductionist model [  ...  ].' (Mertens, 
1999,p.45) 
Box 2.8: Qualifications and skills/competences 
A qualification refers to the potential capacity to per-
form  tasks  corresponding  to  an  activity  or  a  job 
(primarily recognised through a formal certificate). 
A skill/competence relates to certain aspects of that 
stock  of  knowledge  and  capacity,  namely  those 
required in  order to achieve certain  results required 
in a given situation. This definition does not consider 
a priori transferability as a condition of competence, 
since  there  is  a  debate  on  whether  transferability 
should be part of the definition or should be consid-
ered as an attribute a posteriori. 
'[  ...  ]  Technological  and  organisational  change,  like 
modernisation of working conditions, compels us to 
concentrate  on  the  individual's possibilities and  on 
his capacity to mobilise and develop these possibili-
ties in specific, evolving work situations. which takes 
us  away from  classic job descriptions.' (Reis,  1994, 
quoted by Mertens, 1999, p.  63) 
Mertens,  1999. 
The  increasing  volume  of  information  to  be 
processed requires  literacy  and numeracy  skills. 
New  forms  of  work  organisation  necessitate 
application of key/core competences in  addition 
to technical know-how. 
21  However, there are few  empirical results confirming this 
trend. Chapter 1 of Part 3 of this report suggests a critical 
approach to the changes assumed to be occurring in work 
organisation. 
--~---------------
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Levy &  Murnane (1999, pp. 3-4, 16-17) present 
some conclusions drawn from the business litera-
ture  with  regard  to  the  skills/competences 
required in our advanced societies: 
•  Basic literacy  and  numeracy  skills  influence 
the  long-term  position  of  individuals  on  the 
labour market and their capacity to  adapt in line 
with occupational changes. The impact of literacy 
and numeracy skills increased between the end of 
the 1970s and the mid-1980s. As a result, students 
who leave school today without these skills are at 
a much greater disadvantage on the labour market 
than was the case 25 years ago. 
•  The capacity to communicate effectively both 
orally  and  in  writing  is  also  important to  long-
term labour market integration. 
•  Work organisation within enterprises attaches 
increasing importance to the capacity for produc-
tive group work. 
•  Changes within enterprises (with the empha-
sis  on  group  work)  and  in  the  economy  put 
emphasis on emotional intelligence, including the 
capacity to relate to other people. 
•  Computer  skills  are  increasingly  crucial  on 
the labour market. In the  United States in  1993, 
47% of workers stated that they used a computer 
in their work, in comparison with 25%  in  1984 
(Autor, Katz, Krueger, 1998). 
•  Economic success is  increasingly determined 
by qualifications gained in formal education. How-
ever, the empirical data available do not make it 
clear  whether  employers  are  prepared  to  pay  a 
higher wage or salary to workers with the highest 
levels of education (see also Chapter 1 in Part 5). 
•  Market  forces  increasing  the  value  of key 
competences are influenced by a number of insti-
tutional determinants: work organisation, the link 
between  enterprises  and  educational  establish-
ments, the  extent to  which national markets  are 
regulated, and the national distribution of income, 
as modified by the welfare state. 
Levy & Murnane (op cit., p. 20) continue: 
'Globalisation of commerce and the international 
dissemination of technologies are forces promot-
ing a global set of key competences. [  ... ]Without 
a  doubt,  cultural  differences  between  countries 
play a part in defining the significance of certain 
competences.' 
The concept of employability is  also brandished 
about, though without having been clarified, and 
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Responsibility  Based on  Based on taking 
behaviour,  the initiative 
such as effort 
and discipline 
Expertise  Related to  Cognitive-
experience  identifying and 
solving problems 
Interdependence  Sequential;  Systemic; group 
hierarchic  work 
Education and  Acquired once  Continuous 
training  and for all 
Learning  Passive- Responsible for 
being trained  own learning -
self-learning, 
lifelong learning 
Source: Green,  Wolf & Leney,  1999,  p.  128,  adapted  by  the 
European Commission, Eurotecnet programme. 
allocates  a key  role  to  general  skills.  However, 
most of the time specific skills are still constitut-
ing the best guarantee of (immediate) employabil-
ity a worker can have. 
The  labour  market  is  exhibiting  contradictory 
demands:  employers are seeking individuals who 
are highly adaptable to various working situations 
(i.e.  generalists), but  who  must be  immediately 
operational (i.e. specialists). To address these con-
flicting requirements, it would seem necessary to 
redefine vocational education. 
The  previous  chapter,  which  covered  lifelong 
learning, emphasised the importance of acquiring 
a base of competences and knowledge on which 
the  individual can rely  in  the  course of lifelong 
learning. Initial vocational training is regarded as 
the beginning of a learning career rather than as a 
final  stage  in  the  acquisition  of knowledge  and 
skills. 
Since most people are likely to  need to  undergo 
training and to  change jobs in the course of their 
working life, VET must equip them with a broad 
base of technical, methodological, organisational, 
communication  and  learning  competences.  Sev-
eral  responses  are  proposed  with  a  view  to 
achieving this objective. 
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2.2. The concept of competence
22 
Today, the concept of competence has become an 
all-purpose  term. It is  used in various  scientific 
disciplines, but often with different connotations. 
In the context of employment, it is tending to sup-
plant  formal  qualifications.  In  education  and 
training,  it  is  replacing  know-how  in  that  its 
acquisition  is  becoming  the  ultimate  objective. 
Competence is coming to the fore in a context of 
socio-economic crisis and transformation of work 
organisation, which itself bears out the transition 
to  a new management model  (Dietrich,  1999, p. 
22). An  attempt  is  even  being  made  to  specify 
competences individuals should have in order to 
take their place in our society. 
Box 2.9: Definitions of skill/competence 
Skill:  the  relevant  knowledge  and  experience 
needed to  perform a specific task or job and/or the 
product of education, training and experience which, 
together with relevant know-how,  is characteristic of 
technical knowledge. 
Competence:  the  proven  and  individual capacity to 
use know-how,  skills,  qualifications or knowledge in 
order to  meet  both  familiar  and  evolving  occupa-
tional situations and requirements. 
Generic skills:  the skills that support lifelong  learn-
ing,  including  not  only  literacy  and  numeracy  (i.e. 
basic skills), but also communication skills, problem-
solving  skills,  teamworking  skills,  decision-making 
skills,  creative thinking, computer skills and continu-
ous learning skills. 
Transferable  competences:  the  competences  indi-
viduals have which are relevant to jobs and occupa-
tions  other  than  the  ones  they  currently  have  or 
have  recently  had  (European  Training  Foundation, 
1998b). 
Key/core competences:  the sets of skills which  are 
complementary  to  basic  and  generic  skills  and 
which enable individuals 
•  to acquire new qualifications more easily; 
•  to adapt to changing technological or organisa-
tional contexts; and/or 
•  to achieve mobility on the labour market, includ-
ing by means of career develop~ent. 
Source: Bj0rnavold & Tissot,  2000. 
22 This section is largely inspired by the publication by Rey 
(1996). ___  Competences, learning processes and didactic innovations 
The  various  specialists  and  political  decision-
makers  are  now  less  concerned with  specialised 
skills than with key/core competences, which are 
useful to workers in a whole range of situations in 
working  life,  and  more  generally  to  citizens, 
enabling them to cope with the demands made by 
modem society. 
Yet  what does the concept of skills/competences 
cover?  How  can  their  acquisition  be  encour-
agsed? We  shall endeavour to clarify these ques-
tions  by addressing  them from  a pedagogic  and 
didactic point of view. 
For educationalists and specialists in adult educa-
tion, the  introduction of the concept of key/core 
competences raises many questions, two of which 
are essential (Rey, 1996, p. 21): 
(a)  The  question  of how  to  learn  them  - do 
key/core competences require special educational 
situations, or must they be mapped out in the con-
text of a discipline? 
(b)  The  question  of  evaluating  them  - ade-
quately precise and objective indicators must be 
found for competences such as  'being capable of 
solving  problems',  'knowing  how  to  communi-
cate'. 
In this chapter, we  shall begin by addressing the 
first point: can skills/competences learned within 
a particular context immediately be transferred to 
other contexts? Are key/core competences possi-
ble to acquire irrespective of content? 
2.2.1. Competence and key/core competence 
'When speaking  of skill  or competence,  one  is 
usually referring to a specified field of activity: a 
job,  an  office,  a  technique.  [  ...  ]  In  short,  in 
essence every skill/competence is  restricted to  a 
subject  or  a  domain.  [ ...  ]  Is  the  concept  of 
key/core  competence  not  contradictory?'  (Rey, 
1996, pp. 23-24) 
The same author (ibid., p. 46) puts forward three 
ways of thinking of skill/competence: 
(a)  Skill/competence can be defined in terms of 
the behaviour to which it gives rise. 
(b)  However, in order to restore to behaviour its 
meaning of human conduct, skill/competence 
must  be  understood  in  terms  of its  socio-
technical purpose and defined in terms of its 
function. 
(c)  It may  be  the  ability  possessed  by  human 
beings to adjust acts and words in accordance 
with an infinite number of new situations. 
The  first  definition  sees  skill/competence  as  a 
form of behaviour, from  a behaviourist point of 
view. Therefore it is always specific and its field 
of use is rigorously delimited to one situation or a 
family of situations. The second definition adds to 
this the dimension of purpose (definitions one and 
two are based on the  same concept of skill/com-
petence).  However,  individuals  are  capable  of 
exercising  certain  of their skills/competences  in 
unfamiliar  situations.  Skill/competence  then 
appears to be the capacity to decide on the objec-
tives  to  be  achieved,  and  to  find  the  necessary 
means (third definition). 
When Chomsky  (1969)  analyses  linguistic com-
petence, he is dealing with a non-specific compe-
tence. Every human speaker is capable of produc-
ing utterances he has  never heard or of immedi-
ately  distinguishing  between  grammatical  and 
ungrammatical sentences (even if he is unable to 
justify his choice). Linguistic competence, which 
consists of adapting to suit any situation, is there-
fore a core competence. 
Thus  we  are  in the  presence  of two  conflicting 
models  of  competence:  competence  associated 
with performance of a function relating to a class 
of situations (definitions one and two)  and com-
petence conceived as a capacity capable of gener-
ating an infinite number of types of behaviour in 
response to  an infinite number of new situations 
(definition  three). As  we  shall  see,  this  conflict 
has an effect on both curricula and education. 
Nevertheless, these two concepts have one thing 
in common, namely the fact that they oppose to a 
certain concept of knowledge  (seen  simply as  a 
result,  detached  both  from  the  processes  which 
produced  it  and  from  the  intellectual  plan  in 
which it can be used). 
2.2.2. Key/core competences and vocational 
training 
In the field of vocational training and work analy-
sis,  skill/competence  was  traditionally  seen  as 
highly specific, associated with a job.23 A number 
of technical and social developments made it nec-
essary to  seek key/core competences in  addition 
to specialised skills. These changes are associated 
with  three  factors:  developments  in  the  techno-
logical environment, job mobility and unemploy-
23  In Germany, skills/competences acquired in the dual sys-
tem  do  not  relate  to  a  specific job, but  to  a  vocational 
domain.  The  reforms  implemented  since  the  mid-1980s 
were  inspired  by  the  debate  on  key  qualifications 
(Mertens, 1972). 
119 Part two- Lifelong learning and competences- challenges and reforms  --·----·-------------·---·-------·---·--·-·--
ment. The introduction into enterprises of forms 
of learning  organisation  also  increasingly  high-
lights individuals' competences. 
'Consequently, training  requirements  are  chang-
ing completely: it is no longer a question of suit-
ing the individual to a rigidly defined job, but of 
equipping him with general competences capable 
of being mobilised in varying occupational situa-
tions  which  cannot  be  foreseen  at  the  time  of 
training. [ ...  ] Now one needs to  assume compe-
tences which, acquired in one situation or a range 
of situations, can be transferred to completely dif-
ferent and new situations. Only then does training 
still have  meaning.  [  ...  ] The retraining  required 
and the huge increase in unemployment make it 
necessary for individuals to develop a capacity to 
adapt,  i.e.  a  core  skill,  instead  of the  technical 
competence  associated  with  a  specific  occupa-
tion.' (Rey, 1996, p. 51) 
Apart from competence as  defined by Chomsky 
in his study of language, it is  as if every capacity 
to some extent remained a prisoner of the context 
in which it was acquired. Every time this compe-
tence  is  used  in  a  new  context,  a  relearning 
process  appropriate  to  this  situation is  required. 
Cognitive sciences show that it would be possible 
to transfer the competence to situations related to 
the same domain, but that it is almost impossible 
to  transfer  it  to  other  domains  or  disciplines, 
except by agreeing to very heavy training (Rope 
& Tanguy, 1994, p. 238). 
This being the case, would it not be possible to 
find  situations  in  which  competences  could  be 
acquired separately from any content? This means 
that  the  student  must  learn  to  learn.  These 
endeavours have been brought together under the 
heading  of  'cognitive  educability',  which  uses 
content  only  to  support  competences  develop-
ment.  The  latter  is  brought  about  in  situations 
whose level of abstraction is relatively high (logic 
cubes,  etc.).  However,  the  transferability  of 
competences developed in this way has proved to 
be  limited,  thus  demonstrating  that  no  compe-
tence is  an absolutely key/core competence. One 
never  learns  all  the  possible  applications  of a 
logic  operation  or  a  strategy.  Their  use  is 
restricted to an established category of situation, 
which  means  that  the  competence  is  always 
specific even if the  category of application is  a 
broad one. 
Every  competence  has  its  own  broader  or 
narrower field,  and  presupposes  knowledge 
of the field's boundaries. 
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' [  ...  ] The  competence level  is  characteristic  not 
only of a person but also of  a context. People do not 
have competences irrespective of  a context [  ...  ] tra-
ditional concepts of competence and performance 
fail because they regard competence as  an estab-
lished characteristic of the child, by analogy with a 
bottle whose capacity is fixed. Performance factors 
are seen as something interfering with this capacity 
[  ...  ]  Our research  shows  that children's  compe-
tences levels are stable when the field and support 
level remain constant across evaluative contexts' 
(Fischer, Bullock, Rotenberg & Raya, 1993). 
It is possible to increase a competence's transfer-
ability  by  expanding  the  content  and  contexts 
within which  it is  applied, and by ensuring that 
the individual has  understood the characteristics 
of the family of situations in which he can utilise 
it. The establishment of an analogy between sev-
eral situations is based on the meaning one gives 
to each of them and defines a competence's field 
of action. The individual must give the situation 
meaning by linking it to  a category of situations 
and a specialised competence. 
'Competence  is  more  than  occupational  know-
how (skill) in a domain. It must involve self-reg-
ulation,  follow-up  and  initiative  in  the  use  and 
development  of know-how.  It must  incorporate 
adjustment in line with both innovation and conti-
nuity.  [  ...  ] It involves efficiency not only in per-
formance,  but  also  in  interpreting  context  and 
meaning.' (Haste, 1999, pp. 5-6) 
2.3. Competences and VET curricula 
In Europe, various models have been proposed for 
adjusting the content and curricula of  VET systems. 
Two main strands can be identified:24 
(a)  the strand aimed at promoting the acqui-
sition of (basic and) generic skills; and 
(b)  the strand aimed at developing transfer-
able  (key/core)  competences  within  an 
occupational group (the German concept 
of key qualifications represents a subcat-
egory of this approach). 
These two options are based on a shared postulate 
- the changes in the world of work call for more 
general  competences, as  opposed to  the  narrow 
know-how specific to each occupation. 
24 See also Tessaring (1998b, pp. 173 ff.) and Klimlirliinen & 
Streumer (1998). The  two  main  strands  presented  in  this  chapter 
(basic  and generic  skills, key/core competences) 
aim  at the  acquisition of common  skills/compe-
tences:  communication,  organisation,  planning, 
problem  solving,  etc.  However,  the  differences 
are as  follows  (we shall examine them in greater 
detail in the remainder of this chapter): 
(a)  The  concept  of  'generic  skills'  adds  the 
acquisition  of basic  skills  as  an  objective  (read-
ing, writing, arithmetic): 
•  it puts  the individual at  the centre of the 
process,  with  teaching  support  essentially 
aimed  at  developing  skills  inherent in him, 
hence at developing the individual's potential; 
•  thus development of learning skills (learn-
ing to learn) forms part of this trend; 
•  content and context are  regarded as  sec-
ondary-they are merely the support required 
to develop skills; 
•  it  aims  to  develop  individuals  who  are 
highly adaptable and flexible in different con-
texts  in  work  (employability  criteria)  and 
everyday life. 
(b)  The concept of 'transferable (key/core) com-
petences' is  based on  the  idea that competences 
cannot  be  developed  in  extenso,  that  they  are 
dependent on a context which is essential to their 
acquisition and activation: 
•  these  competences  are  essentially  linked 
to  occupational practice, which  defines  the 
competences  individuals  must  possess  in 
order to act on their environment; 
•  they  are developed thanks  to  the  resolu-
tion of cross-disciplinary occupational prob-
lems arising in a community of practice; 
•  the  occupational  nature  of the  problems 
encountered  ensures  that  the  competences 
acquired relate to practice; 
•  the cross-disciplinary nature of the prob-
lems ensures that the training does not lead 
to  vocational  qualifications  which  are  too 
specific and ultimately not very transferable, 
but leads to the development of a vocational 
competence enabling the novice to appropri-
ate the occupation and become an expert; 
•  decontextualisation  of competences  at  a 
later  stage  of learning  also  helps  to  make 
them transferable; 
•  these competences enable the individual to 
become a player in his environment, acknowl-
edged to have the potential to modify it. 
2.3 .1. Basic and generic skills 
This  approach  is  characteristic  of the  debate  in 
English-speaking  countries,  although  it  is  also 
found in certain other countries, but to a less sig-
nificant extent (DK, D, NL). 
The  skills  whose  acquisition  is  to  be  pro-
moted are  general elementary and/or cogni-
tive skills required to  fill  certain jobs, even 
indeed all jobs:  mathematics, reading, writ-
ing, problem solving, social, communication 
and interpersonal skills. These are, as it were, 
entry skills. 
Thus the  skills involved in this  approach can be 
divided into two main categories: 
(a)  basic  skills  required  to  function  in  modern 
society  (reading,  mathematics,  quantitative 
literacy, etc.); and 
(b)  generic skills, more elaborate but retaining a 
cross-disciplinary  character,  not  dependent 
on  context  (communication,  organisation, 
etc.). 
Learning skills 
This approach to  education constitutes a particu-
lar subset of this definition of necessary skills. In 
many  countries the  need to  equip young  people 
with the capacity to  learn to  learn in the context 
of education and training is increasingly stressed. 
Young people must have the capacity and the will 
to  learn  required  by  today's  work  environment. 
This concept is often given expression in the pre-
cepts of lifelong learning. 
2.3.2. Transferable (key/core) competences 
and broad occupational competences 
This strand focuses  on a set of competences that 
transcend traditional divisions of labour and tradi-
tional  occupational  profiles.  These  competences 
are  related to  new  organisational and production 
concepts. The emphasis is  on the  interlocking of 
specific  tasks  and  of jobs  in  the  overall  work 
process  (Laur-Ernst,  1989),  and  on  the  social, 
organisational and  strategic dimensions  of occu-
pational practices. 
It is  a matter of responding  to  the  need  to 
incorporate  so-called  general  competences 
into the capacity to perform tasks. 
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The competences mentioned are social and com-
munication performance and strategic efficiency, 
in  particular  problem  solving,  organisational 
skills and leadership. These competences are  not 
fundamentally different from those set out by the 
supporters of development of generic skills. It is 
because they are regarded here as dependent on a 
context or a range of situations that the teaching 
designed to impart them will differ. 
This approach led to definition of the concept of 
'broad  occupational  competence'  (bredevakbek-
waamheid; Onstenk, 1997b). 
Key/core competences display a certain level of 
transferability, but they are fundamentally depend-
ent on the context and the occupational situations 
in which they are acquired and put into practice. 
They go beyond specific occupational know-how 
(skills),  since  they  characterise  a  community  of 
practice within which they are transferable. 
An  individual  wholly  competent  to  solve  prob-
lems within his occupation will be able to transfer 
this  competence  to  a  family  of related  occupa-
tions, but will not be capable of solving all prob-
lems  of whatever  nature.  This  approach  recog-
nises  the  fundamentally  contextual  character  of 
competence. 
Box 2.10:  Employability and skill/competence 
Koch  (  1999)  gives  the  following  definitions  of 
employability  and  skill/competence,  which  can  be 
related to the two approaches just discussed: 
'( ... ]  employability  [of the  individual]  relates  to  the 
world outside the enterprise, or at the very least to a 
job  other  than  the  one  currently  held,  while 
skill/competence  relates  to  the job held.'  (p.  63)  'A 
trilingual  secretary  with  a  good  grasp  of  office 
automation is employable, but in an aeroplane cock-
pit  she  will  be  completely  incompetent  [  ... ]  A 
skill/competence is closely associated with an activ-
ity  and  with  the  organisation  which  houses  him. 
Employability  is  the  capacity  to  be  removed  from 
one organisation and  put  into another,  and  to  func-
tion  efficiently there.' (p.  72) 
See also the ILO definition (Box 2.1 ). 
2.4. Occupational core problems 
The  new  labour  market  requirements  put  the 
emphasis  on  the  competences  workers  need  in 
order to respond adequately to  the various occu-
pational problems. In Germany, this viewpoint is 
embodied  in  Handlungskompetenz  (action  com-
petence), and in the UK to some extent in NVQs, 
albeit in a limited way. In the Netherlands, occu-
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pational core problems  (  OCPs)  are  used  to  sup-
port the development of key/core competences, to 
identify and analyse the problems arising in occu-
pational practice. 
Workers are expected not only to be able to per-
form  a  set of tasks  and  solve  routine  problems, 
but also to  be capable of managing and planning 
different  tasks,  and  of handling  problems  and 
managing  contingencies.  This  must  be  done 
within the context of the organisation as a whole, 
i.e. within the production process and the organi-
sational  and  socio-communicative  environment 
(Mansfield & Mitchell, 1996). 
Box 2.11:  Handling the unforeseen 
Perrenoud (1999a) sees handling the unforeseen as 
a component of any high-level competence. He then 
distinguishes between two scenarios: 
(a)  'events whose occurrence is foreseeable,  but 
not  their  timing  [  ... ]  in  these  cases,  competence 
consists of advance planning, then  of implementing 
[the  desirable  response],  adapting  it  to  suit  the 
appropriate time; 
(b)  'new events, in the face of which  competence 
consists  of improvising,  remembering  that  improvi-
sation does not come out of nowhere,  but is  based 
on  experience,  training,  resources  and  capacities 
enabling  it to  be  mobilised  quickly and  judiciously.' 
(p.  123) 
Hence  enhancing  the  value  of learning  by  going 
back  over the  experience,  reflecting  on  the  event 
and  the  reactions  it  elicited,  makes  it  possible  to 
learn to anticipate, to look for and  interpret advance 
signs,  to  identify significant events,  to  interpret the 
situation  as  a  whole,  to  plan  an  appropriate 
response  and  to  activate  the  reaction  process.  A 
professional needs all these competences, and  can 
develop them only in  meaningful contexts. 
The  problems  of occupational  practice  do  not 
occur separately, but in combinations specific to 
each group of occupations; they can be defined as 
occupational  core  problems  (OCPs). When such 
problems  arise,  the  worker  must  deliberately 
mobilise a set of knowledge and competences, in 
order to respond adequately and at the appropriate 
time. These  problems  are  decisive  for  the  work 
and efficiency of particular groups of practition-
ers. In order to become experienced practitioners, 
new entrants must prove their ability to deal with 
these problems effectively. OCPs are characteris-
tic  of an  occupation or a group of occupations. 
The  ability  an  individual  shows  to  solve  them 
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During the learning process, learners can use OCPs 
to acquire the key elements of  the competences and 
know-how involved in their occupation, but also to 
develop more general competences, namely prob-
lem solving and meta-cognitive competences. The 
student must face  up  to  elements of complexity, 
contradiction  and  uncertainty,  which  help  to 
develop transferable competences. 
OCPs can be classified in terms of their extent, and 
their levels of difficulty and complexity. They do 
not  appear  the  same  to  beginners  and  experts 
(Dreyfus & Dreyfus, 1996; Benner, 1994). When 
they are used as a teaching strategy, different levels 
of learning correspond to different levels of com-
plexity. They offer an integrated approach to VET. 
2.5. Innovative teaching practices 
Updating  of VET  curricula is  designed  to  fulfil 
two objectives: 
(a)  to  reduce  the  gulf  between  VET  and  the 
demands of occupational practice; 
(b)  to create integrated learning paths, thanks to 
improved  coordination  of  the  times  and 
places of learning (Chapter 3). 
Many  teaching  and  methodological  innovations 
have been implemented in VET, characterised by 
a  transition  from  instructionist  education  to  a 
more  constructivist  paradigm  (Solomon,  1998; 
Simons, 1998a&b). 
Two main types of approach can be distinguished, 
reflecting  the  debate  on  the  new  skills/compe-
tences required by learners: 
(a)  strengthening of basic and generic skills; 
(b)  acquisition of widely applicable and transfer-
able  (key/core)  competences,  including 
OCPs in the curriculum. 
The  first  approach  puts  the  emphasis  on 
autonomous learning and the second on problem-
based learning. 
It would seem that vocational training specialists 
are  divided  not  so  much on  the  question of the 
nature of the  skills/competences that enable indi-
viduals  to  adapt, but on  that of the  methods  of 
acquisition  of these  competences  and  on  their 
application in suitable occupational situations. 
Some researchers believe that basic  skills (read-
ing,  writing,  mathematics)  and  generic  skills 
(problem  solving,  communication,  learning  to 
learn) need to be imparted. This trend is close to 
the  theory  of 'cognitive  educability'  as  regards 
the way in which it sees the mode of acquisition 
of  generic  skills.  Other  researchers  (second 
strand), while acknowledging  the  value  of these 
skills, believe that competence is  dependent on a 
context and cannot be developed outside it. 
2.5.1. Generic skills in VET 
We  shall briefly describe two examples, GNVQs 
in England and the 'General Qualifications' proj-
ect in Denmark.
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2.5 .1.1. Learning and teaching GNVQs 
(England) 
General  National  Vocational  Qualifications 
(GNVQs) were set up as a 'middle way' between 
general education and VET in the English educa-
tion system. They are designed to develop knowl-
edge  and  skills  in  a  broad  area  of work  (e.g. 
manufacturing, business)  and  to  improve  ability 
to communicate, use information technology and 
work with numbers, while supporting the acquisi-
tion of skills in fields  such as  planning, informa-
tion management, evaluating work and teamwork. 
According  to  Green  (1998), the  English  system 
concentrates on a limited number of generic skills 
(communication, ICT,  the  use  of numbers),  and 
he therefore concludes that this model is not able 
to  produce the  broadly  skilled versatile  workers 
the economy needs. 
However, Brown  (1998)  concludes  that depend-
ing  on  how  they  are  implemented, GNVQs  can 
become powerful vehicles  for  learning  and  per-
sonal development. It seems that to achieve nar-
row  'targets' defined in  terms  of generic  skills, 
students  and  teachers  must realise  rich  learning 
processes.  In  the  GNVQs,  only  the  ultimate 
objectives are specified, and not the way in which 
they  are  to  be  achieved. This  last characteristic 
would make  it possible  to  stimulate  enthusiasm 
and the imagination, but at the same time it repre-
sents a very liberal approach to curricula. 
2 .5 .1 .2. General qualifications (Denmark) 
In the Danish model, the student, who has to suc-
ceed in possessing and developing qualifications, 
is at the centre of the learning process. 
'The qualifications usually referred to  as  general 
[  ...  ] will  often be  developed as  an  effect of the 
25  For  a  detailed  presentation  of  the  various  examples 
of teaching innovations discussed, see Onstenk (op. cit.). 
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how of the education (e.g. the pedagogical form 
and didactic principles), rather than an effect of 
the  what  (e.g.  the  content  of  the  education)' 
(Andersen et al., 1996). 
Here, it is essential for the student to be intrinsi-
cally  motivated,  since  learning  includes  a  per-
sonal  development  dimension  (communication, 
understanding  of social  conditions  and of work, 
etc.).  Thus  all  training  must  be  preceded  by  a 
guidance  and  counselling  stage,  designed  to 
evoke optimum motivation. 
Courses should give priority to, and be designed 
to  meet,  participants'  needs  before those  of the 
current labour market.  They  must also  be  suffi-
ciently flexible to permit maximum adaptation of 
content and methods in line with the participants' 
various educational motivation. Alternative didac-
tic  approaches  to  traditional  teaching  are  advo-
cated (e.g. studies, projects). 
2.52. Self-directed learning in VET 
We  have  defined  a  subcategory  of the  'generic 
skills'  approach  which  concentrates  on learning 
skills. Now we shall analyse its didactic and ped-
agogical impact. 
Obviously  learning  skills  are  evoked  in  most 
innovative  curricula;  however,  the  curricula 
described below  make these  competences  a key 
objective. 
The conceptual framework of self-directed learn-
ing was developed by specialists in cognitive psy-
chology  and  constructivism  (Boekaerts,  1997), 
while the concept of autonomous learning comes 
from  adult  education  (Tough,  1979;  Brookfield, 
1986). 
Box 2.12: Self-directed learning 
There is no one concerted understanding or accept-
ance  of self-directed  learning,  but certain  concepts 
can  be clarified. 
Most adults are involved  in  self-learning throughout 
their lives. Learning how to parent, taking up golf or 
skiing, getting better at surfing the net[  ...  ] are just a 
few  examples  of when  adults  might  choose  self-
learning  as  their  primary  mode  of  learning  new 
knowledge, skills or ways of living. (Caffarella, 2000, 
p.  45) 
Interest in  self-directed learning can be traced back 
to  Greek philosophers  such  as Aristotle,  Plato and 
Socrates.  It  was  not  until  the  1960s  that  self-
directed  learning  started  to  receive  considerable 
attention  in  the  field  of adult and  higher education. 
{Chee Tan  & Jonassen, 2000,  p.  196) 
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The  concept  of  self-directed  learning  is  attracting 
the  attention  of educators,  particularly in  the  adult 
education  sector in  the  United  States.  The  idea  is 
consistent with the predominating individualistic ide-
ology  and  with  the  culture  of  the  self-made  man. 
(Brookfield,  2000,  pp.  10-14). The  concept is  char-
acterised by two elements: (a) the learner is respon-
sible  for defining the appropriate learning  activities, 
and  (b)  self-direction  inevitably  necessitates  the 
organisation  of  certain  conditions  for  access  to 
resources  (thus  modifying  the  resources  available 
can  be seen  as a political action). 
The  first  definition  of  self-directed  learning  was 
given  by  Knowles  in  1975 (quoted  in  Straka,  2000, 
p.  172):  'in  its  broadest meaning  [  ... ],  self-directed 
learning  is  a process  in  which  individuals take  the 
initiative, with or without the  help of others, in  diag-
nosing  their  learning  needs,  formulating  learning 
goals,  identifying  human  and  material  sources  for 
learning,  choosing  and  implementing  appropriate 
learning  strategies,  and  evaluating  learning  out-
comes.' 
Implementation  of  a  strategy  of  lifelong  learning 
involves increased participation  by the  individual  in 
organising  his training,  which  becomes  a condition 
for survival in  the knowledge-based society.  For the 
worker, this means having the will to learn, a proac-
tive  attitude  to  the  development of knowledge  and 
skills/competences,  and  a  meta-cognitive  capacity 
(Carre,  2000,  pp.  50-57).  Today,  it is important that 
all  students develop an  interest in  lifelong learning, 
become self-learners who find their way in the 'infor-
mation jungle',  can  distinguish  relevant from  irrele-
vant information,  and  find  their own  questions  and 
educational aims (Schrader-Naef, 2000,  p.  148). 
In  self-directed  learning,  adult learners assume the 
main  responsibility  for  planning,  implementing  and 
evaluating  their  own  learning.  Hence  most  of  the 
activities performed are informal in nature (although 
some  formal  activities may be  organised),  such  as 
reading,  consulting  an  expert,  or exchanging  ideas 
with  colleagues.  However, the self-learning process 
is  affected  by contextual  factors:  the  living environ-
ment  (rural  or  urban)  determines  access  to  the 
resources  directly available  (except  in  the  case  of 
new media,  such as the Internet); socio-cultural fac-
tors,  such  as  social  or ethnic origin,  influence  the 
extent to  which  individuals  are  prepared  to  under-
take this form of learning. 
Chee Tan  &  Jonassen  (2000,  p.  197) specify three 
interdependent dimensions:  self-management,  self-
monitoring  and  motivation.  They stress  that not all 
individuals wish to take responsibility for organising 
their training,  or are in  a position to do  so.  Further-
more, the extent to which an individual is involved in 
self-directed  learning  in  his  workplace  (training 
options,  guidance,  personal  investment)  is  strongly 
influenced by his overall social relations with his col-
leagues at work (Brown,  2000,  p.  34).  (For applica-
tion  in  working  situations,  see  Box  2.17  - Self-
organised learning.) 
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General  teaching  methods  are  primarily  used, 
even  when  they  are  developed  specifically  for 
VET. They are characterised by their emphasis on 
the learning process, its orientation, guidance and 
analysis. Hiemstra (2000, p. 99) believes that the 
transfer to  learners of some of the responsibility 
for their own training fulfils  a function that is at 
least  as  important  as  the  actual  content  of the 
learning. 
Learning  material  is  made  available  to  students 
working  individually  or  in  small  groups.  The 
teacher must play the part of a guide in the learn-
ing process, rather than that of a subject expert. 
The  Interactive  Learning  Group  method  (NL) 
puts the emphasis on cooperation among students, 
in-groups  and  in  self-regulated  learning.  The 
main  objectives  are  improvement  of  learning 
styles,  social  development, motivation  and  self-
confidence. 
2.5  .3. Learning of  transferable (key/  core) 
occupational competences 
More and more schools are putting innovations in 
place in their courses, in terms of both content (in 
response to the new qualifications structure on the 
labour market)  and  method  (in  response  to  the 
need for broadly applicable occupational compe-
tences), and are thus preparing students to adapt 
to the rapid changes and for lifelong learning. 
2.5  .3 .1. Occupational core problems in VET 
This approach is based on the principle that train-
ing contents  should be structured more in terms 
of generic  problems  originating  in occupational 
practice. Since OCPs can be handled better if the 
professional  has  broad  competences,  the  main 
aim  is  to  acquire  these.  Students,  learners  and 
people starting out in an occupation acquire these 
competences  more  easily  and  successfully  by 
seeking to resolve complex and realistic occupa-
tional problems. Hence the preference should be 
for  didactic  innovations  aiming  at  self-directed 
learning, and formulation, diagnosis  and  resolu-
tion  of problems.  Incorporation  of occupational 
problems into VET is  facilitated  by exposure to 
authentic work contexts. 
Savoyant ( 1999) emphasises the need to take into 
account  the  specific  content of the  activity.  He 
cites  a  typical  example:  the  act  of setting  the 
parameters  ·differs  completely  depending  on 
whether a blast furnace or a fertiliser production 
unit is involved, and it is based on very difference 
reference  know-how,  while  the  competences 
required in the two contexts are identical (obtain-
ing information, diagnosis, adjustment, etc.). 
According to Brown (1998), a didactic approach 
of this  kind must highlight an introspective and 
collaborative  learning  environment  utilising  the 
solution of real (complex) problems in authentic 
contexts. This  approach must enable  learners  to 
develop  shared  understanding  and  a  sense  of 
belonging to a community of practice, which each 
member is helping to shape and change. 
Reference know-how cannot be reduced to disci-
plinary know-how, and much of it constitutes rep-
resentations and concepts closely associated with 
the  work activity  (Savoyant,  1996). Analysis  of 
genuine  work  activities  is  favoured,  in order to 
enable external know-how and competences to be 
objectified,  a  necessary  precondition  for  their 
acquisition. 
When  faced  with  OCPs,  students  themselves 
decide on the questions that need to be resolved, 
which facilitates their active involvement. OCPs, 
focusing on issues considered by practitioners to 
be crucial, promote highly appropriate learning of 
competences  such  as  creativity,  conceptualised 
critical  learning,  or  reflection  on  the  learning 
process itself and its results. 
2.5  .3 .2. Problem-based learning 
Hence it seems appropriate to construct curricula 
around tasks and problems associated with occu-
pational practice. In the context of this  teaching 
method,  learning  takes  place  in  authentic  con-
texts. Group work is preferred, since cooperation 
is  an  important  aspect  of new  types  of work 
organisation.  However,  teaching  of this  kind  is 
very demanding in relation to  curricular content, 
and learning is  often organised  around thematic 
projects and problems. Examples of education of 
this kind can be found in the Netherlands, in the 
so-called  Maastricht  model,  or in  the  so-called 
block book course for building engineers. 
2.5  .3 .3. Learning work tasks in  'Schwarze 
Pumpe' (D) 
In  Germany,  new  teaching  methods  often  have 
recourse to project-based teaching. The Schwarze 
Pumpe  [black pump]  is  a characteristic example 
(Heidegger, 1997b). The objective of this training 
programme is to provide a dual qualification per-
mitting access both to a skilled occupation and to 
higher education (see Chapter 3 of Part 1). Hence 
this  represents  both  a  response  to  new  labour 
market requirements  and  modernisation of VET 
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systems  oriented  towards  integration  of general 
and vocational education. This course is designed 
to  'improve vocational learning by developing a 
central  didactic  principle  aimed  at  integrating 
numerous  competences  (relating  to  the  subject, 
methods, learning  and social skills) through real 
work tasks  and processes' (Hopfner,  1995). The 
aim  is  to  bridge  the  gap  between  learning  in  a 
work  situation  and  theoretical  learning,  using 
integrated teaching methods - theoretical compe-
tences  (scientific,  communication  and  organisa-
tion  skills)  are  developed  through,  and  used in, 
the work process. 
The learning takes the form of alternance training 
in  enterprises  and  specialised  upper  secondary 
schools (Fachoberschulen). 
Not all teachers are happy with these innovations, 
since they cease to be the main player in training. 
The  number  and  type  of interventions  made  by 
the teacher are determined by students' questions, 
in terms of the needs experienced in the course of 
problem solving. This  determination by  the  stu-
dents  of the manner and moments of interaction 
helps to ensure the link between the school-based 
and  work-based  situations,  enabling  the  same 
thing to  be learned by  different but complemen-
tary routes (instead of learning different things in 
the two places) (Savoyant, 1996). 
Analysis of this pilot project has shown, in partic-
ular,  the  difficulties  faced  by  the  teaching 
approaches  discussed  in  this  chapter  as  regards 
evaluation, which has to take account of both the 
work experience and the learning process. 
2.5.3.4. Educational action (Lernhandeln) in a 
virtual enterprise (  D, A) 
Although  it does  not have  the  benefit of direct 
contact  with  the  workplace,  this  method  offers 
learners  an  opportunity  to  experience  relatively 
complex facts and problems which can be related 
to  reality.  While  making  it  possible  to  resolve 
specific problems, the education can concentrate 
on  introducing  and  expanding  terms  and  con-
cepts. 
In Germany, the method utilises a CD-ROM pre-
senting a virtual enterprise based on a real enter-
prise. Relations  with the  real enterprise exist. In 
Austria, students create their own (virtual) enter-
prise  and  manage  it in  its  entirety.  This  micro-
enterprise is twinned with a real enterprise in the 
same  sector.  Exchanges  take  place  between  the 
two  'worlds' (see  also  Chapter 4.5.  in  Part 3 of 
this report) . 
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2.6. Conclusions 
Within their field of expertise, workers must be 
capable of selecting and interpreting knowledge 
and  information,  solving  problems,  planning 
and  cooperating.  In  short,  they  must  possess 
broadly  applicable  occupational  competences, 
transferable to a range of situations. 
Students seek a more differentiated educational 
approach, taking  greater account of their char-
acteristics, interests and learning styles. 
These  two  demands  can be  met by  means  of 
didactic  approaches  focusing  on  autonomous 
learning and the development of problem-solv-
ing competences, and giving preference to more 
individualised education, guidance and orienta-
tion rather than classic teaching methods (tradi-
tional  teaching  at  the  front  of a classroom or 
simple  reproduction  of workplace  behaviour). 
Thus more constructivist education is required. 
In many European countries, schools and enter-
prises  are  experimenting  with  new  educative 
models and objectives, with varying degrees of 
success.  However,  these  experiments  vary  in 
terms of the amount of steering and stimulation 
provided by government or the social partners. 
The educational choices offered will depend on 
the answers to the following questions: 
•  How do students learn and what are the most 
effective forms of learning? 
•  What is  expected of practitioners  and  how 
can they best be prepared? 
•  What is the best way to organise the educa-
tive process, in order to make it flexible and 
individualised? 
The attempts  to  answer these questions reveal 
certain dilemmas: 
(a)  Learning to learn or emphasis on content? 
The debates on employability, lifelong learning 
and generic skills encourage support for empha-
sis on general education, providing skills/com-
petences  which  appear to  have lifelong  value. 
However,  learning  theories  stipulate  that  con-
tent is essential to  learning, even leaving aside 
specific  skills/  competences. Hence  learning  to 
learn will be assimilated better within a frame-
work of specific, interesting  and  suitable con-
tent.  Experiments  conducted in the  context of 
the  cognitive  educability  channel  have  also 
shown  that  education  based  on  maximum 
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physical, psychological  or  social  reasons.  The 
same is  true  for  numeracy. In these  cases one 
obviously  needs  to  try  and  develop  non-core 
skills, to encourage diversity rather than estab-
lishing uniformity. [  ...  ] Treating these [generic] 
skills  as  necessary  underprivileges  the  non-
achievers  who  may  make  important  contribu-
tions in other areas of social life.' 
Box  2.13:  Innovation  in  the  new  fields  of  environmental  protection  and  the  corresponding  technology 
sectors 
This sector harbours a potential for new jobs and for retraining in existing jobs to incorporate specific environmen-
tal skills. Innovative practices in 5 European countries (Denmark, Greece, Luxembourg, Austria, Sweden) are sum-
marised here in tabular form (for more information, see Loos, 2000). 
Innovative practices in  the training of skilled workers in  the fields of solar and geothermal energy (EL, A,  DK,  L) 
Creation of specific  Alternative  Involvement of the social 
courses in  environ- learning  partners: OK (compulsory 
mental fields experi- concepts and  quality criteria for training); 
I 
encing economic  teaching methods  A (legal implementation 
growth (OK, A).  (OK, A).  and content). 
Training in 
practical skills 
(EL, A). 
Interdisciplinary 
curriculum 
(EL, A,  L). 
i Labour market integration of young people and women through environmentally oriented continuing vocational 
1  training (S,  DK) - innovative teaching practices 
OK:  training is organised on the basis of participants' needs.  S:  high  level  of harmonisation of content with  the 
demands  of the  local  and  regional  construction 
sector (in  direct collaboration with enterprises). 
Project-based  teaching  based  on  participants' 
interests and proposals. 
Development of key competences. 
Training initiatives in environmental fields instigated by the social partners (A,  S) 
A:  inclusion of specific compulsory skills/competences in  S:  alternative approaches to learning (research 
learning/training in  the metal, electricity and energy sectors.  and study circles). 
Source: Loos, 2000. 
I 
r-----·-· ·-· ·-----------·-··---------· --·-------------------·····--·------------------------·--·---·----------··-··-··--------------··-------·---------------·-··-----------------·---, 
Box 2.14:  TSER projects  relevant to  research on  competences,  learning and  didactic innovations for 
new professional profiles 
'Delilah: Designing and evaluating learning innovations and  learning applications' 
This research  project aims at understanding educational innovations, gathering empirical evidence on  innovative 
education and learning arrangements and developing specific methodologies and guidelines for learning. 
This broad aim is put into operation through the following objectives: 
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to  synthesise the existing research on  major cross-cultural,  socio-economic and  pedagogic factors  in  educa-
tion and learning, and establish the consonance or match between major educational and learning innovations 
and the different learning patrimonies or traditions as defined by the aforementioned factors; 
to assess the contribution of different organisational settings of learning and accessibility of learning opportu-
nities for less favoured groups; 
to contribute to the development of appropriate policies in the area of education and learning; 
to develop methodologies and guidelines for the evaluation of new educational and training arrangements and 
processes; 
to provide methodologies and tools for more effective mixes of new training products, in particular those involv-
ing multimedia. 
------------------------------------------------------------·-----------------------------------------------------------------------------------·------·--------------------- Individualisation and differentiation of  VET pathways 
r
--------------------------------------------------------- ------~ 
Coordinator: J.  Cullen, The Tavistock Institute Evaluation Development,  UK.  E-mail: edru@tavinstitute.org  1 
Final Report: SOE1-CT95-2009- J.  Cullen:  Looking at innovations in  education and  training, framework,  results, 
and  policy implications of the Delilah project, 1998, TSER011. 
'New assessment tools for cross-curricular competences in  the domain of problem solving' 
One of the  biggest challenges to  educational  research  and  policy is  providing  relevant information  regarding  the 
education system's outcome at different levels. 
In  comparison  with  the  classic  contents  of school  subjects,  Cross-curricular competences  (CCC)  gain  specific 
attention in  a rapidly changing information society.  In  the field of CCC special emphasis has been given to  'Prob-
lem solving' (PS). 
A Thematic Network on CCC/PS is  being created, directed to: 
•  connect policy needs with expertise and  experience. This  requires close cooperation  between policy-makers 
and scientific experts; 
•  bring together experts from different disciplines who are working with different conceptual frameworks. By find-
ing commonalties and  enhancing synergy,  new concepts and  new assessment tools may be developed; 
•  stimulate and  integrate  more  participation  on  both  the  political and  scientific levels,  with  a special  focus  on 
South European countries. Ultimately this shall result in  the outline of a larger project on  CCC/PS. 
Coordinator: J.-P.  Reeff,  Ministere de !'Education Nationale et de Ia  Formation Professionelle, Service de Coordi-
nation de Ia  Recherche et de !'Innovation Pedagogiques et Technologiques, Luxembourg; E-mail:  reeff@men.lu 
'Work experience as an  education and training strategy: new approaches for the 21st century' 
The research analyses European education and training strategy appropriate to the changing economic and social 
conditions of the  21st century.  Its context is  the future and  changing  nature of work.  Overarching questions con-
cern the extent to which work experience can enable young people to understand and prepare for working life and 
1 
the ways in which educational institutions and companies can work together creatively to deliver relevant learning 
outcomes. 
The research work will focus on the 14-19 age group and will examine the aims, processes and outcomes of work 
experience in  the light of changes in the labour market and trends in workplace requirements and organisation. 
The aim is to analyse and test innovative approaches (including use of information and communication technology) 
to  both  domestic and  European  work experience.  There  will  be  a particular concern  with  core  and  transferable 
skills and attitudes towards lifelong learning. 
Coordinator. T.  Griffiths, Education and Information Support Division, University of London,  UK. 
toni.griffiths@ucl.ac.uk ; http://www.eclo.com 
3. Individualisation and 
differentiation of VET pathways26 
To  ensure  that  learning  is  varied  and of high 
quality,  and to  ensure  the  implementation  of a 
strategy  of lifelong  learning,  VET must,  among 
26  This chapter is  largely inspired by the paper of P.  Dehn-
bostel  &  G.  Dybowski, 2000:  'Company-based learning 
in the context of  new forms of  learning and differentiated 
training paths'. Contribution to:  Descy &  Tessaring, eds. 
Training in Europe. Second report on vocational training 
research  in  Europe  2000:  background  report.  Luxem-
bourg: EUR-OP, Vol.  1 (published 2001). 
other things,  adopt new forms  of  flexibility  and 
facilitate increased individualisation. 
3.1. Modalities 
Several routes  are  being explored in Europe for 
achieving the objective of flexibility and individ-
ualisation: 
•  closer  dovetailing  of initial  and  continuing 
training; 
•  increased  modularisation  of  training  paths 
(facilitating a more flexible approach to com-
petences); 
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•  creation of programmes combining vocational 
and  general qualifications  (in  particular, dual 
qualifications - see Chapter 3 in Part 1 of this 
report); 
~  expansion  of  the  range  of  training  options 
available (facilitating the development of indi-
vidual routes and vocational development). 
These reforms are seen as increasing the flexibil-
ity  and  differentiation  of VET;  they  are  also 
designed to improve its image and raise its status 
in relation to general education. 
Box 2.15:  lndividualisation and differentiation 
lndividualisation is a response to the various capac-
ities,  inclinations  and  interests  of  individuals  (in 
comparison  with  traditional  streams  with  limited 
options).  In  a context where individuals are respon-
sible  for their own  career plans,  VET must be  in  a 
position  to  respond  to  the  individual's  particular 
needs  and  objectives.  lndividualisation  means 
recognising the differing training and  skills develop-
ment of every individual and increasing the number 
of options and combinations available. 
lndividualisation means that education and  training 
systems  must  be  characterised  by  differentiation 
and flexibility. 
Differentiation may be  internal  or external.  When  it 
is  internal,  it  relates  to  the  teaching  process  and 
working methods. When it is  external,  it means the 
creation of new training  programmes or institutional 
settings. 
Flexibility  relates  to  the  creation  of structures  and 
processes which make it possible for individuals and 
i  systems to  react rapidly to  unforeseeable develop-
ments, changes and requirements. 
Increased  external  differentiation  may  be  regarded 
as leading to greater flexibility. 
3.2. National examples 
The reforms implemented in some countries 
(UK, NL, F, D, DK) to increase individualisa-
tion  and  differentiation  represent  a  wish  to 
make initial vocational training  (IVT)  more 
flexible in order to: 
•  facilitate transitions to employment, gen-
eral education and continuing vocational 
training (CVT); 
~t  standardise  processes  to  facilitate  more 
transparent access to the entire range of 
training options (see Table 2.8). 
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Count 
Tools/approaches  UK  NL  F  D  DK 
Modules  ++  ++  + 
Dual qualifications  +  +  + 
--
I  Supplementary  +  ++  + 
I  qualifications/ 
interweaving of IVT 
j and CVT 
I 
!Interchangeability  +  ++  +  + 
with courses 
l  of general education 
I 
Source: Dehnbostel & Dybowski, 2000. 
3.2 .1. United Kingdom 
In  the  United  Kingdom,  individualised  lifelong 
learning  is  seen  as  necessitating  progressive 
implementation of a completely modular system. 
The various levels of vocational qualifications are 
defined  on  the  basis  of standards,  and  can  be 
obtained within the framework of both initial and 
continuing training. 
In 1996, a national framework establishing links 
between  general  and  vocational  streams  was 
established. Training streams permit both vertical 
mobility  (allowing  entry  at different levels)  and 
horizontal mobility (enabling elements of general 
qualifications  to  be  obtained  in  individual  sub-
jects, common to both streams). Credit and exam-
ination units are designed to be major instruments 
of flexibility, differentiation, and interchangeabil-
ity with general education. 
In  practice,  however,  qualifications  are  frag-
mented, and it is still difficult today to learn by par-
ticipating in different educational streams (helping 
to guarantee the links between general and voca-
tional education). For example, in theory there is 
open access to NVQs (SNVQs in Scotland) at any 
level, but the specific opportunities for mobility are 
limited  because  these  streams  are  highly  spe-
cialised and do not offer any common platform of 
vocational knowledge. The actual scope for com-
bining examination units is also limited. 
3.2 .2. The Netherlands 
In the Netherlands also, lifelong learning is  seen 
as necessitating the implementation of a modular 
system.  Moreover,  modularisation  facilitates 
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increased  responsiveness  to  rapid  industrial 
change and the creation of links between school-
based and alternance VET. Access to the various 
modules is effected on the basis of skills. 
Four training  levels  are  offered, defined accord-
ing to the levels of responsibility, complexity and 
transferability of skills  to  other situations  in the 
occupations to which  they lead. It is  hoped that 
this will make occupational structures more trans-
parent. Each vocational qualification comprises a 
certain number of part qualifications. 
This system has  the dual advantage of recognis-
ing completed units  in the  event that individuals 
break  off  training  or  change  streams,  and  of 
extending  the  range  of  qualifications  offered 
(thanks to an increase in the number of combina-
tions possible), thus promoting an increase in the 
range  of qualifications  available  on  the  labour 
market.  However,  in  reality  the  possibilities  for 
combination are limited. 
A regional  network  has  also  been created,  with 
responsibility for coordinating (a)  IVT and CVT, 
and (b)  VET with the  labour market. Hence the 
Netherlands  has  chosen  to  increase  flexibility 
through external differentiation. 
3.2.3. France 
In France, interchangeability between general and 
vocational  education  has  been  formally  made 
possible.  In  practice, however, mobility remains 
limited, since every candidate has to participate in 
'bridging'  classes  (premieres  d'adaptation),  in 
which virtually no account is  taken of previously 
acquired knowledge (Chalendar, 1998, p. 148). 
The vocational baccalaureate, a stream offering a 
dual qualification, does not appear to fulfil expecta-
tions as regards equal opportunities in higher edu-
cation: holders of this diploma compete with hold-
ers  of diplomas  from  general  and  technological 
streams.  The forms  of alternance  training  which 
have been developed, which in theory permit access 
to  the  same qualifications as  school-based forms, 
do not appear to be achieving the desired quality. 
Individualisation has also been promoted through 
modularisation of programmes and the introduc-
tion of teaching software for individual self-learn-
ing  and  of intensive  guidance  and  counselling 
services.  Flexibility  has  been  increased  through 
validation of knowledge and occupational experi-
ence, enabling credits to be accumulated. Despite 
the fact that responsibility has been transferred to 
regional and local bodies (with the aim of making 
training provision more responsive to labour mar-
ket trends and promoting cooperation with enter-
prises),  in  France  VET  has  yet  to  overcome  a 
major  problem,  namely  its  lack  of prestige  in 
comparison with general streams. 
3.2.4. Germany 
Germany has chosen to institute a policy of inter-
nal differentiation (see Box 2.15), in order to pro-
mote  dynamism  and  flexibility  within  pro-
grammes. This strategy was adopted in the wake 
of the success of the dual system, which now has 
to cope with an increasingly heterogeneous public 
(ranging from young people with problems, leav-
ing school at lower secondary level, to those leav-
ing  general  education  with  a  qualification  enti-
tling them to enter higher education- the Abitur) 
and demands by enterprises for an increase in the 
level  of qualification  (enterprises  are  tending  to 
investigate  other training  routes  when  recruiting 
workers,  thus  reducing  the  number  of  places 
available for alternance training). 
The  reform  put  in  place  makes  it  possible  to 
acquire  general  competences  in  the  first  18 
months of training, accompanied by the develop-
ment of key (compulsory) qualifications in com-
bination with optional qualifications, and the cre-
ation of new training profiles in innovative fields 
of employment. 
A  second  axis  of reform  is  aimed  at  increased 
individualisation of vocational qualifications and 
at  facilitating  transition  between IVT and  CVT. 
The intention is to develop autonomous, standard-
ised modules, which build on one another and can 
be  completed  by  supplementary  qualifications. 
Furthermore, greater external differentiation will 
have to  be established by increasing the number 
of links between general and vocational streams. 
Formulas  for  recognising  skills  acquired  on  the 
job will also have to be investigated. 
3.2.5. Denmark 
In  Denmark,  all  young  people,  including  those 
participating in VET, are given a basis of general 
education, which subsequently permits improved 
mobility between streams. 
Reforms are aimed at  creating a modular system 
(composed  of  basic  courses  supplemented  by 
main courses - where specialisation takes place), 
combining compulsory blocks and optional mod-
ules. This  system will  enable, on  the  one hand, 
the  creation  of closer  links  between  IVT,  CVT 
and  training  for  the  unemployed,  and,  on  the 
other, recognition of qualifications and coordina-
tion of content. 
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Modularisation  also  supports  adaptation  in  line 
with the needs of certain target groups, thanks to 
the individualised combination of learning units. 
The success experienced by this mode of organi-
sation in CVT has served as  a  starting point for 
reforming  IVT.  The  autonomy  of  training 
providers is also to be increased. 
3.3. Attractiveness of VET systems 
The attractiveness of VET systems is increasingly 
measured in terms of transparency and the num-
bers of streams, opportunities for vocational and 
personal development, and career prospects. The 
introduction of units of general education into the 
VET curriculum has permitted a partial opening 
up of the borders between VET and general edu-
cation. However: 
•  the  career  prospects  opened  up  by  VET 
streams  are  less  good  than  those  offered  by 
school/university systems; 
•  qualifications acquired in CVT and through 
occupational  experience  are  still  inadequately 
recognised and certified, and rarely pave the way 
to new training prospects; 
•  moreover,  access  to  continuing  training  is 
still  unequal,  with  the  most  highly  qualified 
workers participating more intensively; 
•  university  qualifications  have  higher  status 
than  qualifications  acquired  in VET,  as  regards 
formal access to employment and career advance-
ment. 
VET is still chosen 'by default', even when it 
is  of high quality. More convincing reforms 
need to be implemented if VET is to achieve 
equal  status  with  general  education  (see 
Chapter 3 of Part 1 of this report) and thus to 
be attractive. 
3.4. Conclusions 
Dehnbostel  &  Dybowski  (2000)  advance  the 
hypothesis  that  the  status  of  VET  can  be 
improved  only  if a  plural  system  is  created, 
linking  IVT,  CVT  and  higher  education.  The 
implementation  of  lifelong  learning  involves 
developing  interchangeable  (part  or  overall) 
qualifications  enabling  individuals'  mobility 
between general education, IVT, CVT and terti-
ary  education, within  a  system which will no 
longer  be  linear  (with  one  stage  succeeding 
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another), but will encourage shuttling between 
different times and places of skills acquisition, 
from a perspective that supports skills acquisi-
tion rather than the accumulation of qualifica-
tions. 
With  regard  to  the  reforms  currently  being 
implemented,  formal  systems  appear  to  be 
embarking on this path (at least in some coun-
tries). Links are progressively being established 
between  general  and  vocational  streams, 
between IVT and higher education (for an in-
depth analysis of these reforms, see Chapter 3 
of Part 1 of this report). 
Thought needs to be given to the links to  be 
created between initial  and  continuing  educa-
tion  and training.  Examination of the  reforms 
implemented  in  some  Member  States  shows 
that modularisation of systems looks promising. 
However, the results obtained to date need to be 
analysed. 
VET  will  also  become  more  attractive  if  it 
opens  up  prospects  of  career  advancement 
through CVT. Hence obtaining recognised CVT 
qualifications is a crucial element. 
Provision  of tertiary-level  continuing  training 
for  holders  of  a  VET  qualification  must  be 
developed.  Higher education  institutions  must 
develop university-level training courses in the 
workplace  for  individuals  already  in  employ-
ment. The duration of these courses should be 
adjusted  in  accordance  with  qualifications 
already  obtained  either  formally  or  through 
experience. Utilisation of multimedia tools will 
facilitate workers' access to training. 
The new forms of training discussed above, in 
combination  with  improved  quality  and 
increased  interchangeability  of  qualifications 
within the formal system, are essential, but they 
alone are not sufficient to ensure the develop-
ment of lifelong learning. There is  a need for 
consistent  expansion  of CVT  options  in  the 
workplace, facilitating  the acquisition of addi-
tional skills/competences and updating of quali-
fications throughout working life. 
In this context, it is clear that the new forms of 
work organisation offer increased opportunities 
for  learning  in  comparison  with  traditional 
forms of division of labour. 
This chapter has stressed the need to develop a 
systemic  approach  to  education  and  training, 
which  promotes  horizontal  mobility  (between 
general and vocational education), but above all -------------------------------------------------------------------------------------------------------------------------------------------- ______________  Learnt ng in enterprise 
vertical mobility  (between  initial  and continu-
ing stages, between CVT and higher education). 
Hence there is  a need to  develop  a system of 
evaluation  and  recognition  of  skills/compe-
tences which covers both initial and continuing 
education and training, to  support transfer and 
interchangeability between these different times 
of acquisition of skills/competences. 
4. Learning in enterprise27 
' .. .a  modern  enterprise  {must]  be  continually 
open  to  its  environment so  as  to  import (learn) 
new knowledge and { ...  ] to  transform this knowl-
edge  and create  new knowledge,  making  it part 
of the  company's  unique  "know-how".' (Nyhan, 
1999, p. 16) 
The  work and organisational concepts  currently 
being  proposed  involve  new  social  links  and 
improve the possibilities for dynamic profession-
alisation  and for  learning.  However,  learning 
integrated into the modern work process is radi-
cally  different  from  pedagogically  organised 
training.  In  the  boldest scenarios,  new forms of 
work are equivalent to new forms of  learning. 
4.1. Basic models of learning in the 
workplace 
'Work-related  learning'  describes  learning 
processes  within  and  outside  enterprises  whose 
subject is  the content and structures of work and 
work  processes.  On  the  basis  of experience  in 
Germany,  work-related  learning  can  be  broken 
down into three types: 
(a)  it may be tied to work, when learning venue 
and  work  site  are  identical  (on-the-job  training, 
group learning or learning islands); 
(b)  it may be connected with work, when work 
and  learning  are  organised  separately  but  share 
certain common spaces and/or organisation mod-
els  (quality  circles, workshops, technology  cen-
tres); 
(c)  it  may  be  work-oriented,  when  learning 
takes place in centralised venues  (schools, train-
ing centres or workshops). 
Table 2.9 relates this classification to the forms of 
work-related learning in existence in Europe, and 
gives some examples. 
27  This chapter is largely inspired by the reference contribu-
tion by Dehnbostel & Dybowski (op. cit.). 
Box  2.16:  Some  learning  models  in  modern 
forms of work organisation28 
Instruction and coaching 
This  is  one  of the  most widespread  methods.  It  is 
implemented either individually or in groups. Instruc-
tion  is seen as a means of imparting skills in accor-
dance with work and  production processes.  Coach-
ing is a subcategory of this. 
Quality circles 
In  its most primitive form,  this is a method designed 
to  involve employees in  problem-solving processes. 
Today, this role is played by forms of work organisa-
tion  such  as  teamwork  and  project  work,  which 
enable the same objectives to be fulfilled. 
Learning workshops 
These workshops are  aimed at resolving  the enter-
prise's internal  problems connected with  production 
and  cooperation,  and  at  acquiring  specialised 
knowledge  and  increasing  productivity.  Learning  is 
primarily  geared  to  skills  directly  required  in  the 
work process. 
Decentralised learning and learning islands 
These models are aimed at making structures more 
flexible  and  open,  by  establishing  a  link  between 
learning and work (as opposed to formal  centralised 
learning). 
Order-based learning 
This  form  of learning  was  developed  in  the  craft 
trade and  in  SMEs,  in  which there were virtually no 
organised  forms  of  training.  Orders  are  planned, 
implemented  and  evaluated  in  coherent  fashion. 
They  are  didactically  and  methodically  processed, 
with the emphasis on customer orientation. 
Interactive learning 
This  form  of learning  may take  place  on  either an 
individual or group basis. Organising and controlling 
the learning processes are elements of major impor-
tance.  Individualised  and  autonomous  software 
learning materials are used. 
I 
These  six  forms  of organisation,  characterised  by I 
systematic learning and work education, are charac-
teristic of current models of work organisation. 
1 
28  The analyses  and conclusions  set out in this  section are 
based on research carried out by the BIBB between 1996 
and  1998  (Dehnbostel &  Dybowski,  1998;  Dybowski et 
a/., 1999). Pilot studies and case studies were carried out 
in  ten  medium-sized  and  large  enterprises  undergoing 
restructuring. 
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I 
Basic work-related teaming. 
methods 
(1)  Learning by working within 
the actual production process 
(tied to work) 
I  ---------
earning through systematic 
nstruction in the workplace 
1  (tied to work) 
I 
~
I  ---------------------
3)  Learning through informal or 
deliberate integration (tied to 
1  or connected with work) 
I 
I  (4)  Learning through exploration 
I 
and practical training (tied to 
or connected with work) 
I 
I 
.Description 
This is  the oldest and commonest 
form of vocational skills training. 
The workplace is the learning venue. 
In continuing training, it corresponds 
to the traditional concept of training, 
namely adapting skills within the 
enterprise. Learning in  modern forms 
of work organisation comes into this 
category. 
This is systematic instruction taking 
place in the context of initial training, 
starting a job, or changing jobs within 
the enterprise. The person responsible 
for the instruction is responsible for 
the entire process. 
This is a combination of learning by 
experience and more deliberate forms. 
It results from the fact that restructuring 
processes necessitate integrated forms 
of work and learning. 
A concept in  which in-company practice 
is integrated into initial or continuing 
training wholly based in  schools or 
training centres, and in  institutions of 
higher education. The main objective 
is to provide an  insight into the reality 
of work and life in  the enterprise and 
to increase the motivation to learn by 
· Exan1ples of concepts,·  systems 
and forms of teaming 
Craft training, traditional on-the-job 
training, group learning, some 
training programmes and the dual 
system. 
In-company training, four-stage 
method (preparation, demonstration, 
imitation and practice), some training 
programmes and the dual system.  1 
Quality circles, learning islands, 
order-based learning, 
apprenticeship, coaching, interactive 
learning. 
Supplementing school-based 
training, skills training in training 
centres, courses, school-based 
preparation for an  occupation. 
~ 
means of contact with this reality.  I 
In  many countries, periods of practical 
training are currently being added to 
~  traditionally school-based VET courses.  ! 
j {5)~~:~7o~i;~~~ork--~~~mi!t~~~~~a:~:=n  ~~~~duction,l~---~ 
(work-oriented)  to reality and facilitating the acquisition 
of complex skills and a degree of 
experience. 
Source: Dehnbostel & Dybowski, 2000, adapted by the authors. 
4.2. Integration of informal and deliberate 
learning 
Dehnbostel & Dybowski (2000) classify as expe-
riential learning types of learning leading to prac-
tical knowledge (Table 2.10). 
Informal  learning  results  from  chance  events  in 
everyday or working life, independent of  any organ-
ised learning activity. It  is the basic method used by 
individuals, natural self-teaching. Dohmen (1999) 
sees it as having the following characteristics: 
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•  it does not take place in educational establish-
ments; 
•  it is not based on any planned curriculum and 
is not professionally organised (but tends to be 
triggered by events or to  arise by chance and 
sporadically from situations of changing prac-
tical requirements); 
•  it  is  not  arranged  in  a  pedagogically  aware 
way,  but -constitutes  a  holistic  response  to  a 
problem; Experiential learning 
Informal/earning: involves  Deliberate learning: 
no organisation or formal  is learning intended 
framework.  Its result becomes  to achieve specific 
apparent without being sought.  results. 
Experience- Learning by 
based learning  implication 
(involves a  (takes place 
process of  without 
reflection)  reflection or 
unconsciously) 
Source:  Dehnbostel  &  Dybowski,  2000,  adapted  by  the 
authors. 
•  it is directly experienced in its natural function 
of supporting life and survival. 
Informal  learning  brings  together  experience-
based  learning  (characterised  by  a  process  of 
reflecting on events) and learning by implication 
(which tends to occur without reflection or aware-
ness  - for  example,  learning  to  ride  a  bicycle 
without knowing the underlying rules and laws). 
Deliberate learning is aimed at achieving specific 
results, unlike informal learning (where the result 
becomes apparent without having been sought). 
Thus  experiential  learning  takes  place  through 
experience  and  implication  and  by  deliberate 
choice. 
While all these categories of learning have in 
common the fact that the knowledge is practi-
cal and the individual plays an active part as a 
driving force in the learning, their specificity 
makes it possible to understand that training 
tied to work is not limited to experimentation 
or on-the-job  training.  Forms  of deliberate 
learning need to be added; this makes it possi-
ble to go beyond the level of purely technical 
or financial objectives and to promote reflec-
tion by the learner. A vocational skill cannot be 
wholly  acquired  solely  through  informal 
learning, which constitutes a limited situation 
from the cognitive point of  view. 
4.3. Innovative forms of learning in 
enterprise 
Forms of organisation and learning characteristic 
of modem industrial work processes can be clas-
sified under two main categories: 
Learning in enterprise 
(a)  'learning-organisation' -type forms, in which 
deliberate  and  informal  learning  are  systemati-
cally combined, and which go beyond the imme-
diate needs of the job; 
(b)  forms  of work organisation in  which  skills 
are  acquired informally and through experience, 
and are limited to the demands of the work situa-
tion. 
Forms of learning in the workplace which can be 
seen as innovative go beyond informal learning in 
that they systematically combine learning and work. 
Learning-intensive work (Ellstrom, 1999) - or the 
learning organisation- is seen as an alternative to 
the traditional Taylorist model, better able to cope 
with new production contingencies ensuing from 
an intensification of competitive pressure. These 
are forms of work organisation in which learning 
has become an integral part of the work process 
and it is no longer possible to distinguish between 
the two processes in terms of time spent on work-
ing and learning. These systems are designed for 
both purposes (Stem, 1992). 
Nyhan (1999, p.  17) defines the learning organi-
sation as  a company which involves all its mem-
bers  in  increasing  organisational  and  individual 
effectiveness, through continuously reflecting on 
how  strategic  and  everyday  tasks  are  handled. 
The work content therefore becomes the learning 
content. Work and learning become part of a spi-
ral of continuous improvement. 
This  author  (ibid.)  suggests  key  elements  for 
determining  whether an  enterprise  is  a  learning 
organisation: 
•  line production employees must have a high 
level of autonomy and control over the execution 
of their work tasks; 
•  they are supported in using these work tasks 
as opportunities for continuous learning and com-
petence development; 
•  the manner in which work is organised ensures 
that all individuals are learning about their roles 
and responsibilities and how these relate to other 
roles within the overall system. 
Koch (1999) makes a distinction between qualify-
ing  enterprise  and learning  enterprise, based  on 
the  way in which these  enterprises  interpret the 
concepts of autonomy and skills/competences. 
(a)  Autonomy 
The qualifying enterprise allows the employee to 
acquire  a  qualification  which  goes  beyond  the 
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requirements of the current job and may help the 
individual to move on to a new job, within or out-
side  the  enterprise.  This  individual  autonomy 
geared to the outside world is known as employa-
bility. 
The learning enterprise develops group autonomy 
which go beyond individual autonomy, by proce-
duralising knowledge. Work teams are expected to 
have a good understanding of problems, to know 
how to tackle them and, above all, to know how to 
suggest solutions, take decisions and take direct 
action. The aim is to combine individual compe-
tence with the competence of collective autonomy. 
(b)  Skills/competences 
The  qualifying  enterprise  develops  individual 
skills/competences. 
The  learning  enterprise  develops  collective 
skills/competences (complex combinations of  indi-
vidual skills/competences). These enable the struc-
ture to react appropriately and to adjust itself. 
' [ ...  ] The theory of the learning enterprise implic-
itly defines competence as a capacity to react to a 
collection of stimuli  [ ...  ] This definition applies 
both to an individual and to an organisation. Thus 
the enterprise is understood as a system of groups, 
each of which develops competences, which are in 
tum systems of individual competences. The com-
petence of an individual is linked to his environ-
ment and is partially made up of interactions with 
members of the group. Employability, for its part, 
has been posited as being the capacity for an indi-
vidual to be removed from one organisation and to 
adapt to  another organisation.  [ ...  ] The learning 
enterprise (where competences are formed) and the 
qualifying enterprise (where employability devel-
ops) are two typical ideals which are present in any 
organisation.' (Koch, 1999) 
Box 2.17: Self-organised learning 
Self-learning and  forms of trial and  error on  the job 
are the main modes of acquisition of supplementary 
vocational  skills/competences  (Grunewald,  1997). 
However,  purely  informal  acquisition  of  these 
skills/competences could lead to a kind  of 'privatisa-
tion',  disadvantageous  for  individuals  in  difficulty. 
Moreover, if no stage of reflection and  experimenta-
tion is organised, and no specific advice or guidance 
is offered by experts within or outside the enterprise, 
this  form  of self-organised  learning  is  reduced  to 
forms of learning by doing or by watching. 
People  do  not  learn  by  applying  rules  and  proce-
dures,  but  by  solving  problems,  individually  or  in 
groups, and  learn  in  this way to  react to the  uncer-
tainties of social life. 
136 
Self-organisation is an  integral part of modern work 
, processes  and  generates  learning.  Regular  team 
meetings,  coordination  and  internal  rotation,  repre-
sentation  of  groups  of  workers,  a  high  level  of 
autonomy,  decision-making  and  responsibilities  are 
all  situations  promoting  social  and  methodological 
learning,  which  are  not  present  in  traditional  forms 
of work organisation. 
The concept of self-organised learning comes close 
to that of self-directed learning (see Box 2.12). 
Source: Dehnbostel & Dybowski,  2000. 
4.4. Stages of development of the learning 
organisation 
Nyhan (1999, p.  19) distinguishes three levels of 
progression in the adoption of competence-based 
strategies: 
(a)  Bottom level -problem solving 
Competence development is  seen as  a means of 
introducing  new  problem-solving  processes  to 
enable the enterprise to meet its own needs. There 
is  no  evaluation or radical  overhaul  of existing 
management  and  organisational  strategies.  The 
impact  of  competence  development  is  mainly 
confined to  the  worker/shopfloor level.  Innova-
tions  are  incorporated  without  radically  trans-
forming structure and management. 
(b)  Middle level- organisational model 
The  adoption of organisational  models  or man-
agement strategies such as TQM demands compe-
tence  development  on  an  organisational  level, 
involving all managers and employees. The cen-
tral feature  of this  change is  the adoption of an 
external organisational model. The change occurs 
at the level of the structures and the organisation. 
(c)  Top  level - visionary perspective 
This perspective entails a radical shift in the com-
pany's values concerning the roles and responsi-
bilities of all employees in the achievement of the 
company's business goals. The implementation of 
the new company vision is based on the compe-
tence of the workforce. The chief executive of the 
company  plays  the  key  role  in  articulating  and 
gaining  company-wide  acceptance  of  the  new 
vision. 
The TSER project DELOS (Developing learning 
organisation models in  SME clusters, Sarcina et 
al.,  1999;  see Box 3.12 in Part 3 of this report) 
identifies  three  main  levels  of  organisational 
learning: ---------------------------- Learning in enterprise 
(a)  information gathering- monitoring, acqui-
sition  and  management  of  data  enabling  the 
enterprise  to  keep  itself  informed  of changes 
and  developments  in  the  market  in  which  it 
operates; 
(b)  knowledge acquisition - the process through 
which  the  enterprise  defines  and  acquires  the 
competences,  know-how  and  strategic  intelli-
gence necessary for day-to-day activities; 
(c)  competence consolidation and development 
- the process through which existing information 
and knowledge are transformed into learning. 
On the basis of a survey of 300 SMEs in 5 coun-
tries (I, F, UK, A, E), the DELOS project draws 
up a  typology of organisational learning  based 
on: 
•  the  relationship  between  information  gather-
ing,  knowledge  acquisition  and  competence 
development; 
l~llf* 1.11: lllllllfl"il  Dllrfi&Ri&alaBII ,f.8oiag  ~ 
,.,  ....  /:  »  "" 
Type of.  Information  Knowledge 
enterprise  ·gathering  acqui•ltion 
Crisis-driven  Not systematic  Reactive 
•  the relationship between the SME and its insti-
tutional environment and other structural char-
acteristics (such as its size, its age and its type 
of decision-making). 
This typology is shown in Table 2 .11. It covers 5 
types of enterprise. The first type is described as 
crisis-driven,  reacting  to  challenges  and  events 
instead of pursuing an active policy of HRD and 
strategic  management.  The  second  type  is 
'endogenous', since learning is  concentrated on 
the  processes  and  procedures  of  knowledge 
acquisition within the enterprise. Next comes the 
'exogenous'  enterprise,  which  seeks  external 
sources  of  expertise.  The  last  two  types  are 
described as 'embedded' in the industrial environ-
ment, since they use the SME network to acquire 
and  consolidate  competences.  However,  in  the 
first subtype (information-centred), organisational 
learning  is  limited,  while  in  the  second  the 
emphasis is on developing competences (see also 
Chapter 3.5 of Part 3 of this report). 
Competence  Structural· 
development  characteristics 
of the enterprise 
Not a priority  Micro-enterprises 
New enterprises 
Entrepreneur cut off 
from the business 
environment  --------------------------------------------------------------
Endogenous  Not systematic  Mentorship  Not a priority  Larger enterprises, 
On-the-job experience  cut off from the 
business 
Employment of new  environment 
workers 
......  Not systematic  Externalised/mainly  High level of formal  Opportunist  L..AV~vll' 
training courses  learning/continuing  utilisation of the 
training  local network 
Embedded  Strategic:  Not systematic  High level of informal  Closer links with 
(1)  information- •  exhibition  learning: family  the local network: 
centred  ..  links with R&D  mentorship  strong integration 
centres 
Links with local  with the business 
enterprises  environment 
Embedded  Informal:  Not systematic  More formalised  Strongly integrated 
(2) competence- •  chamber of  competence  Recent creation 
centred  commerce  development 
•  other enterprises 
Source: Sarcina eta/., 1999 (DELOS), adapted by the authors. 
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4.5. Reorientation of learning and the 
changing tasks and role of training staff 
A series of  factors may justify the intensification of 
the demands made on training staff: an increasing 
rate of technological progress, new modes of work 
organisation,  the  introduction  of  ICTs,  the 
increased importance of  the tertiary sector, changes 
in initial training and in learners' interests, etc. 
The proportion of skilled workers providing train-
ing is set to increase in relation to that of full-time 
trainers.  In  Germany,  for  example,  the  ratio  is 
currently 70,000 full-time trainers to 3.5 to 4 mil-
lion skilled workers  (i.e.  more than  10% of the 
labour force) involved in training activities in the 
workplace  (Schmidt-Hackenberg  et  al.,  1999). 
Care needs  to  be taken to  ensure that the latter 
category possesses the competences and qualifi-
cations required to perform this task.29 
Learning within the modem work process offers a 
number of advantages in terms of orientation and 
motivation; it also ensures a direct link between 
the knowledge and its  concrete implementation. 
However, this form of organisation has not incon-
siderable  implications  for  the  role  and  tasks  of 
those  responsible  for  training  and HRD  and of 
any worker who acts  as  a trainer at some point. 
Related aspects are also discussed in Chapter 5 of 
Part 1 and in Chapter 5 of Part 3 of this report. 
The role of human resources management (HRM) 
in learning organisations has been analysed on the 
basis of case studies in seven European countries 
(B, FIN, F, D, UK, I, NL; ter Horst & Tjepkema, 
1999). Today,  those  responsible  for  HRM have 
not only to offer training courses but also to iden-
tify  opportunities  for  (informal)  learning  for 
employees. Strategies must link training and pro-
duction, help employees to analyse their needs as 
regards competences and, finally, set up learning 
activities. Despite everything, training is  still an 
important strategy, but it is supplemented by other 
types  of learning  and  by  strengthening  of the 
links between training and organisational strategy. 
29 In Germany,  a training programme has  been established 
for trainers of this type. working in SMEs. It consists of 
the following modules: 
•  conditions  and  structures  of action-oriented  learning. 
role  of the  enterprise and  of part-time  trainers  in IVT 
and CVT; 
•  analysis of jobs and activities, tools and processes, and 
their application in the seminar; 
•  methodological  procedures  for  coaching  in  work-ori-
ented learning; 
•  analysis of cases in the enterprise, structuring of educa-
tion settings in the workplace. 
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Recognition  of  the  constructive  nature  of 
learning and strengthening of its  links  with 
the work process change training conditions 
and  the  trainer's  methods  of  intervention. 
The  trainer's  function  becomes  geared  to 
coordination within the learning organisation, 
where workplace and learning venue merge. 
Within  this  framework,  the  trainer's  tradi-
tional functions  are combined with those of 
team leader, spokesperson, project manager, 
quality assessor, etc. 
4.6. Conclusions 
In  modern  work processes, action, previously 
determined  by  planning  and  preparation  of 
work  in  narrowly  defined  tasks,  is  being 
replaced by reflective, open action. In this con-
text, learning geared to action and the acquisi-
tion  of exhaustive  occupational  skills/compe-
tences are the key basic principles of vocational 
training. 
Hence  preference  must  be  given  to  forms  of 
learning  associated  with  reflective  action, 
geared  to  products  and results,  and  equipped 
with room for manoeuvre and responsibility. 
Implementation of forms  of learning incorpo-
rated into the  work process  and organised by 
workers  themselves  fulfils  commercial  objec-
tives; it is linked to restructuring of the organi-
sation of enterprises. Nevertheless, these initia-
tives lead to the creation of new training per-
spectives  and  thus  fulfil  both  economic  and 
pedagogic objectives by contributing to: 
•  the relevance of content; 
•  an increase in prospective personal develop-
ment and individual autonomy; 
•  optimisation  of productivity  and  perform-
ance; 
•  an understanding of organisational reforms; 
•  the  development  of  skills/competences 
appropriate to future labour market require-
ments. 
The  setting  up  of  learning  organisations  IS 
delayed by, among other things: 
•  an underdeveloped learning culture; 
•  a lack of clarity in the definition of the roles 
of human resources managers; --·---------------------------------------·-------------------------------------------------------------------------------------------------------- Learning in enterprise 
•  a lack of motivation on the part of managers 
and employees as regards committing them-
selves to new learning tasks and processes. 
Workers' motivation to learn is a crucial factor. 
This means that they must recognise the value 
of informal  modes  of learning  and  develop-
ment,  and  must  accept  responsibility for  their 
own learning (ter Horst & Tjepkema, 1999). 
In  this  context,  the  explicit  integration  of 
skills/competences  acquired  in  enterprise  in  a 
framework of lifelong learning, by identifying, 
evaluating  and  recognising  them, may  help  to 
motivate the worker. 
Managers must also involve themselves more in 
HRD and change their attitude to learning. HR 
managers should adapt to their new professional 
profile (consultants rather than trainers). They 
must establish links between their activity and 
corporate strategy. To facilitate this work, their 
professionalisation needs to be encouraged (  ter 
Horst & Tjepkema, 1999). 
Reorganisation  and  restructuring  of  work 
processes  offer VET  an  opportunity  to  get in 
tune with organisational trends. Education and 
training  systems  must  be  adjusted  in  order to 
incorporate  this  development  into  the  strategy 
of lifelong learning. 
Box 2.18: TSER projects on models and forms of learning in  enterprise 
'Work process knowledge in technological and organisational development' 
This thematic network is concerned with the impact on the knowledge required of the workforce from the changes 
that occur when organisations acquire greater flexibility and  introduce new technologies in  response to  the  pres-
sures of competition. 
Its main objectives are: 
•  to identify new working practices associated with these changes; 
•  to integrate European traditions for conceptualising the ways of knowing needed in  the workplace to adapt to 
these changes- 'work process knowledge'; 
•  to  generate  and  analyse  policy  options  for  facilitating  the  development  of this  knowledge,  including  new 
approaches to learning in the workplace, the design of new technology and organisational development within 
enterprises. 
Coordinator: N.  Bareham, The Victoria University of Manchester, UK; E-mail: nick.boreham@man.ac.uk 
'LATIO: In-company training and learning in organisations' 
The aim of the project is to develop strategies for enhanced competence development in companies in the EU. The 
research objectives are the follows: 
•  to describe and compare learning environments in companies active in the EU arena, within a number of sec-
tor and branches; 
•  to  describe  and  analyse  current strategies  for in-company training,  organisational  learning,  development of 
core skills and competences within these companies; 
•  to find and lift forward positive examples of conditions that create successful learning in  organisations; 
•  to  distinguish what are critical  factors for developing new and  successful strategies for in-company training, 
competence development and learning in organisations. 
The practical contribution of the project is to propose structures and strategies that enhance and facilitate the cre-
ation of learning environments, and  best practice for in-company training and learning organisations. 
Coordinator: L.  Svensson & Y.  Kjellberg, Lund University, Sweden. E-mail: ylva.kjellberg@pedagog.lu.se 
Final Report: SOE2-CT96-2013-, L.  Svensson, Y.  Kjellberg: LATIO- In-company training and learning in  organ-
isation. 
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'The role of human resource development within organisations in creating opportunities for lifelong learn-
ing - concepts and practices in seven European countries' 
The objectives of the study are: 
•  to clarify the specific European outlook on the role which human resource development (HRO) in  learning ori-
ented organisations can  fulfil  in  lifelong learning, and thus contribute to the discussion on  a 'European model 
of lifelong learning'; 
•  to provide a basis for further research on the changing role of HRD in work organisations; 
•  to  provide practical guidelines for HRD practitioners throughout Europe on how to facilitate employee learning 
and thus assist their organisations in  securing their competitiveness in a continuously changing environment. 
The research looks at HRD departments in  learning oriented organisations throughout Europe and how they view 
their own role in  stimulating and supporting employees to  learn continuously as a part of everyday work. 
Coordinator. S. Tjepkema, University of Twente, The Netherlands. E-mail: ljepkema@edte.utwente.nl 
Final Report: SOE2-CT97-2026- S.  Tjepkema: The role of HRD within organisations in creating opportunities for 
lifelong learning : concepts and  practices in  seven European countries. 
Box 2.19: LDV project 'Training processes in lean learning enterprises with particular emphasis on lifelong 
learning' 
In this study three companies were examined: a distribution company in the UK, a large drug store in Germany and 
a private bank in Austria. The study examined the operational leanness of the three companies and the develop-
ment of their business organisation in  terms of organisational culture and lifelong learning. 
The  study  began  by  examining  quantitative factors  and  was  completed  by  a qualitative  examination  based  on 
structured and open-ended interviews. This qualitative analysis related to the company's development phases, the 
respondent's concept of learning,  the  learning activities  in  which  staff engaged,  the  place of learning processes 
within the fabric of the company and the instruction methods used on the training courses. A 'training questionnaire' 
was used to obtain various assessments of training needs and the value of in-house training. Experts from the proj-
ect team used the collected data to evaluate the extent to which the principles of 'be lean and  Jearn' were in  bal-
ance within the analysed companies. 
The study has produced a number of suggestions as to the learning and training implications of a business strat-
egy that is primarily driven by economic goals. 
Coordination: H.G.  Bauer, Society for Training Research and Occupational Development (Gesellschaft fUr Ausbil-
dungsforschung und Berufsentwicklung), Munich, Germany. E-mail: gabvab@aol.com 
Final Report: H. G. Bauer, U. Bl.ichele (eds.): Urn schlank zu sein, muss man lernen. Logos GAB, Trigon, Rubicon. 
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Training and employment in a company perspective 
This Part three of  the report addresses the role of  companies in training and employment. Globalisation 
and induced changes in  the division of labour within companies are  expected to  bring about new skill 
requirements and, in consequence, challenges to VET programmes. However, not all of  these new tenden-
cies are proved empirically. Since companies have a broad range of  organisational choice, critical ques-
tions concern the pace of  evolution of  a new work organisation and a general ups  killing or 'rehabilitation' 
of work. Debate on the role of  training within production growth and labour markets also touches upon 
questions linked to the structure, mode of  functioning and mobility in internal, external and occupational 
labour markets and their implications for skill acquisition and utilisation. 
Small and medium sized enterprises (SMEs)  are  regarded as the  main drivers of a dynamic economic 
development. The decline of  mass production, decentralisation and tertiarisation of  the economies put to 
the fore the flexibility of  small structures in order to improve innovation, competitiveness and employment. 
However, the specificity and diversity of  SMEs impedes a typology and coherent consideration of  the role 
of  SMEs in training and employment creation. 
Promoting entrepreneurship is one of the  main objectives of European employment strategies to foster 
employment and innovation and to  reduce unemployment. The  conditions of enterprise start-up are dis-
cussed along with success, self-employment and the  role of social enterprises. A review of initiatives at 
national and European level demonstrates that training for independence, starting at schools and contin-
uing during later training phases, is increasingly seen as a key qualification for self-responsible work- as 
entrepreneurs and as employees in modern work organisations. 
'Human resource development' (HRD)  refers to  the activation and development of  educational training 
activities in companies. The  'European working life and VET culture' is increasingly challenged by a com-
peting utilitarian and instrumental model of 'human resource management', inspired by neo-Tayloristic 
work organisation principles and neo-liberal economics. A subsequent section discusses new emerging 
approaches to reporting on human capital which is about measuring values and processes related to the 
acquisition, development and dissemination of  knowledge. These approaches combine the  reporting on, 
and management of, enterprises' human capital. 
Actors and researchers in the labour market are increasingly interested in solid information on the devel-
opment of  skill requirements at the enterprise level. However, this information is still insufficient, due to a 
lack of appropriate data. A review of empirical studies at enterprise level demonstrates the potential of 
such surveys for VET research and policy. This concerns aspects of  the flexibility of  firms, and the result-
ing skill requirements, as well as issues of  enterprise training, retention of  training leavers and continu-
ing training. Also discussed are the design of enterprise surveys - in particular longitudinal and panel 
surveys - and the value of  matched employer-employee datasets. 
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145 1. Skill needs in a global economy1 
There is no clear or simple relationship between glob-
alisation, division of labour and company training 
needs.  Many  researchers  attribute  changes  in  the 
division  of labour  to  the  process  of globalisation 
which is expected to bring about new requirements 
for  skills,  competences  and  work  attitudes  from 
employees. On the one hand, this imposes major chal-
lenges to the reshaping of  VET programmes. On the 
other hand, the competences acquired in a renewed 
VET-philosophy  may  subsequently  influence  the 
process of  globalisation and the division of  labour. 
However, not all of  these new tendencies concern-
ing globalisation, new organisation of work and 
division of  labour discussed in research and pol-
icy are based on empirical evidence. A number of 
companies  choose  production  and organisation 
concepts which can be characterised as 'neo-Tay-
loristic '. In this context of  organisational choice, 
critical questions concern the pace of  evolution of 
a new work organisation and a general upskilling 
or 'rehabilitation' of  work. 
1.1. Globalisation of companies 
The most important aspect of globalisation is  the 
spatial disconnection between different functions 
of production and  between production  and  con-
sumption  in  a  global,  rather  than  a  national  or 
regional perspective (Box  3 .2). Economic  goods 
are no longer produced where they are consumed, 
but where they can be created most efficiently. 
The application of new communication techniques 
and the implementation of advanced logistical sys-
tems  undermine the  site-specificity of economic 
transactions further (Van  Hootegem,  1999). Fur-
thermore, and supported by  ICTs, restrictions in 
time are decisively reduced. Due to the increasing 
informatisation of work and digitalisation of infor-
mation, the site-specificity tends to decrease in the 
services sector, too (Schienstock et al., 1999). 
In an extreme case, a company may even become 
a  'virtual  enterprise'  which  undertakes  business 
only electronically. This is the case, for example, 
when a firm or a pool of independent firms oper-
ates only via Internet or Extranet. 
1  This  chapter  is  in  major  parts  based  on  the  paper  of 
J. Dejonckheere &  G.  van Hootegem, 2000:  'Globalisa-
tion,  division of labour and training needs from  a  com-
pany  view'.  Contribution  to:  Descy  &  Tessaring,  eds. 
Training in Europe. Second report on  vocational training 
research  in  Europe  2000:  background  report.  Luxem-
bourg: EUR-OP, Vol.  2 (published 2001). 
Skill needs in a global economy 
Box 3.1: LDV project 'Virtual enterprises in initial 
vocational training (ISIS - OSIRIS)' 
'Virtual enterprises' are business structures that have 
been  created  as  a  response  to  new  competitive 
demands. They are companies which  conduct their 
business through the Internet or loose associations of 
independent companies which trade publicly under a 
common  name  but  whose  organisational  links  are 
administered  exclusively  by  means  of information 
and  communication  technology.  The  characteristics 
of virtual enterprises are an extremely customer-cen-
tred approach, temporary forms of work organisation, 
decentralised  organisation  of  the  problem-solving 
team and the exclusive use of the lnternet/lntranet or 
Extranet instead of a fixed place of business. 
The  project examined  skill  requirements for staff of 
virtual  enterprises  (technical  and  key  skills),  the 
organisation  of vocational  training  in  virtual  enter-
prises, and media-based learning. 
The  ISIS project was developed in  partnership with 
eight European institutions. The aim of the project is 
to establish virtual enterprises in the domain of edu-
cation  and  training.  OSIRIS  made  an  evaluation  of 
the ISIS project. 
Coordination: 
•  ISIS project: Wiesbaden Institute of Education 
(Padagogisches  lnstitut Wiesbaden)  in  the  Hessian 
Regional  Institute  of  Education  (Hessisches  Lan-
desinstitut fUr  Padagogik). 
•  OSIRIS  project:  H.  Martin,  Institute of Labour 
Studies (lnstitut fUr Arbeitswissenschaft),  University 
of Kassel 
Publication: S. Kreher, Institute of Labour Studies, Uni-
versity of Kassel:  Virtuel/e  Untemehmen in  der beru-
flichen  Erstausbi/dung  [Virtual  enterprises  in  initial 
vocational training] (ISIS-OSIRIS). Gesamthochschule 
Kassel, 1999. 
'----··------···-·-·  -·······-------·-·---·-···--·--- .. --·----··. ·-· ----···-···---····--------····--····· ....... ·-- ·-·-···---- __ ; 
Thus, ICTs and globalisation become increasingly 
interwoven (Figure 3.1). It is the dynamic interac-
tion between technological revolution and global-
isation  that  is  expected  to  cause  changes  in the 
competitive  landscape  and,  in  consequence,  in 
skill and training needs, too. 
1.1.1. Strategic options 
To gain cost leadership combined with high qual-
ity,  quick  delivery  and  product  differentiation, 
companies  break  down  their  divisions  into  dis-
crete functions and locate them where they can be 
performed most efficiently, also taking advantage 
of  the  local  environment  (Ernst  &  Lundvall, 
1997). Labour cost-sensitive production is  trans-
ferred  to  low  wage regions  whereas  knowledge-
intensive production and services will be located 
in  regions  with  highly  qualified  labour  and  a 
well-developed information infrastructure. 
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•  World-wide econo-
mic development 
•  New economic 
alliances and rules 
•  Liberalisation of 
developing 
economies 
Technological 
revolution 
•  Increasing techno-
logical change and 
diffusion of ICTs 
•  Increasing knowl-
edge intensity 
•  Information age 
•  Hypercompetitive 
markets 
•  Blurring of industrial 
boundaries 
•  Increasing strategic 
discontinuities and 
disequilibrium condi-
tions 
Extreme emphasis 
on  price, quality and 
satisfaction of cus-
tomer needs 
•  Increasing focus on 
innovation and con-
tinuous learning 
•  Changing career 
dynamics and em-
ployee expectations 
Source: Dejonckheere & van  Hootegem,  2000, based on  Hitt 
eta/., 1998, p.  24. 
~
Box 3.2:  Globalisation  and  internationalisation 
of companies - some definitions 
•  Globalisation  is  a  'process  through  which  an 
mcreasing  proportion  of economic,  social  and  cul-
tural  transactions  takes  place  directly  or  indirectly 
between  parties  in  different  countries'  (Radice, 
1999,  p.  3).  However,  there  are  almost  as  many 
conceptualisations of globalisation as there are dis-
ciplines (Parker,  1996). 
In  a global strategy an  enterprise  locates  its  head-
quarters in one country while its operations are per-
formed  in  one  or more  other countries.  Under this 
approach, an  organisation operates in  a centralised 
manner.  Efficiency,  obtained  through  economies  of 
scale, is the key criterion of effectiveness sought by 
the global company. 
•  lnternationalisation  refers  to  an  increasing 
spread  of  a  company's  activities  {export,  direct 
investment) across national borders {Lane, 1995). In 
this  case,  production  remains  in  the  home  country 
but distribution networks may  be  built up  in  foreign 
countries. 
Under  an  international  strategy,  enterprises  com-
pete  on  a  worldwide  basis  against  other  interna-
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tional  and  national  companies.  The  international 
approach  calls for a more  horizontal  organisational 
structure and establishes strategic linkages between 
countries in which a firm  operates.  One of the  keys 
to  success  in  this  approach  lies  in  an  enterprise's 
ability  to  transfer  knowledge  to  overseas  units 
(Boudreau eta/., 1998). 
•  A multinational company operates in many dif-
ferent  countries  but  retains  a  clear  home  base  in 
one particular country. 
In a multinational strategy, national or regional oper-
ations are  relatively autonomous and  decentralised 
in order to  increase sensitivity to differences among 
the individual countries in which it operates. The key 
competitive  issue  is  responsiveness  to  local  mar-
kets. 
•  Transnational  companies  'no  longer  have  a 
national home base but source, produce and market 
on  a  global  scale,  as  indicated  by  their  business 
strategy' (Lane,  1995, p.  83). 
According  to  Bartlett  &  Ghosdal  (1989),  organisa-
tions will be most competitive if they simultaneously 
meet  the  challenges  of  global  efficiency,  local 
responsiveness  and  learning.  This  requires  a 
transnational strategy in  which  each  organisational 
activity  is  performed  in  a location  where  it  can  be 
best  accomplished.  According  to  Boudreau  et  a/. 
(1998),  an  effective transnational  strategy depends 
to  a  great  extent  on  the  effective  utilisation  of 
advanced ICTs. 
Source: Dejonckheere & van Hootegem, 2000. 
Globalisation results in the establishment of new 
competition  criteria  to  meet  the  challenges  of 
global efficiency, local responsiveness and learn-
ing. Innovativeness, flexibility  and customisation 
are  the key  criteria for  economic  success. Com-
bining productivity and flexibility is an important 
survival strategy for remaining competitive in the 
global market (Huys et al., 1995). 
The  device  'act global,  think local' places huge 
demands for coordination and communication on 
a company. The utilisation of ICTs is essential for 
survival and success. In turn, ICTs - in particular 
the Internet and the new services ('e-commerce') 
it brings about- will influence many 'traditional' 
companies substantially. 
: Innovativeness, customisation and flexibility 
· are considered to be the decisive competitive 
criteria  in  a  global  context.  Customisation 
and flexibility are related to local responsive-
• ness  and  can  have  serious  implications  for 
the division of labour when conducting busi-
.;  ness  on a global scale (Bartlett &  Ghosdal, 1989).  Innovativeness  refers  above  all  to 
·learning and knowledge and to the research, 
: creativity and development that are important 
~  and  necessary  inputs  to  the  innovation 
: process  (Lundvall  &  Johnson,  1993; 
Dybowski, 1998). 
1.1.2. Globalisation of  services 
ICTs  increasingly affect the  service sectors, too. 
'Information  and  communication  technologies, 
almost by definition, allow for the increased trad-
ability of  service activities [  ...  ].By bringing in a 
space  or  time/storage  dimension,  information 
technology  will  make possible the  separation of 
production from  consumption of such  activities' 
(Soete, 1996, p. 48). 
The  issue of a  'globalising  service  economy' is 
increasingly discussed in research and policy. The 
growing  importance  of  services  is  seen  as  a 
'megatrend' of sectoral  structural change.  Some 
authors take this as  a confirmation of Fourastie's 
'three-sector-hypothesis'  (e.g.  Gramling  et  al., 
1998),  complemented  even  by  a  fourth  sector 
'information' (Dostal, 2000). 
However,  Giarini  (1999/2000),  based  on  an 
analysis  of  services  within  contemporary 
economies, goes further. He claims that 'services 
are no longer a sector but a function dominating -
in  terms of resource utilisation - all  the produc-
tive activities in the economy and, in particular, in 
the so-called manufacturing sector.  [  ...  ] the pro-
duction of value is  essentially based on services 
everywhere' (p. 1  ; italics by authors). 
According to Giarini, there is no material product 
that  does  not  require  any  service.  Services  are 
spread throughout all sectors. However, quantita-
tive figures on service functions are scarce in offi-
cial statistics. But even in the traditional demarca-
tion by industrial sectors, services have reached a 
share of two thirds or more of total employment 
in mature western economies (Table 3.1). There-
fore,  the  traditional  notion  of the  three  separate 
sectors increasingly becomes obsolete. 
More and more business (the major part of  it consist-
ing  in  services  nowadays)  'is not done  where the 
manufacturing takes place but where products and 
systems  are  utilised'  (Giarini,  1999/2000,  p.  8), 
resulting in a displacement of business to where the 
clients are. This changing nature of  services will have 
(and has already) impact on the activities of interna-
tional institutions such as the World Trade Organisa-
tion (WTO), anq its predecessor, the GATT. 
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Agriculture  5.5  2.8  7.3 
Energy  1.2  1.1  0.6 
Construction  5.7  5.3  10.5 
Manufacturing  21.5  15.6  22.6 
Services  66.2  75.3  58.8 
Market services<b>  45.3  52.2  50.1 
Non-market services<c>  20.8  23.2  8.7 
Total  100.0  100.0  100.0 
(a)  1994; 
(b)  distributive  trades,  hotels/restaurants/catering,  transport, 
communication, financial services, other market services; 
(c)  public administration, education, health, other community, 
social and personal services. 
Source: European Commission, 1999d. 
1.2. Globalisation thesis 
Today, it has become almost axiomatic that busi-
ness  success  depends  on  expanding  the  global 
reach of a company, accelerated by innovations in 
the field of ICTs. Some statements: 
•  'There  is  little  doubt  that  the  competitive 
landscape has changed dramatically over the past 
dozen  years.  [  ...  ]  Organisations  have  extended 
their activities around the world' (Boudreau et al., 
1998, p.  120). 
•  'Organisations and their executives are deeply 
involved in one of the greatest transformations of 
all time. The geographic boundaries, psychic dis-
tances,  and  politically  imposed  national  borders 
that have defined our concepts of space and time 
have been substantially altered' (Zahra,  1998, p. 
10). 
•  'The market has become the credo and glob-
alisation  has  become  the  master concept of our 
time.  [  ...  ]  No  country  today  appears  to  be 
immune  to  the  pressures  emanating  from  the 
globalisation trend' (Lee, 1999, p. 23). 
1.2.1. Weightless economy? 
If we  believe  the  globalisation  protagonists  we 
have entered a new phase in world history in which 
cross-border flows of goods and services, invest-
ment, finance and technology are creating a world 
market where the law of one price prevails. 'Glob-
alists assume that the  world economy is  now  so 
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integrated that the constraints of location and of 
institutional  frameworks  are  increasingly  irrele-
vant; that corporations can simply take a "random 
walk" in the world market, escaping the confines of 
any nation-state' (Weiss, 1998, p. 185). 
Some researchers, however, question this 'global-
isation  thesis'  (e.g.  Wade,  1996).  In  their  view, 
globalisation is a 'vogue word of modern market-
ing  literature' (Vandenbroucke,  1996, p.  8), that 
entered the popular lexicon as  'the new buzzword 
for the 1990s' (Weiss, 1998, p. 167). 
'Perhaps one of the  most dangerous  illusions  is 
the notion that the information technologies mean 
that anything can now be done by  anyone, any-
where and that the entire population of the globe 
has become a potential workforce. [  ...  ]Although 
it is full of euphemistic descriptions of the "death 
of distance" or the "end of geography", the litera-
ture  on  globalisation  is  surprisingly  short  on 
empirical evidence' (Huws, 1999, p. 47). 
Not all human activities can be displaced: the 
majority of jobs are still firmly anchored to a 
given location (e.g. extraction and processing 
of raw  materials,  construction of buildings, 
streets and  plant, manufacturing of material 
commodities, transport, delivery of physical 
services, etc.). The so-called  'dematerialisa-
tion thesis' or 'myth of the weightless econ-
omy'  (Huws,  1999)  does  not  apply  for  a 
whole range of activities. 
This applies particularly to the majority of SMEs 
which employ around two thirds of the European 
workforce.2 Most of these serve local markets and 
are  exposed  to  globalisation  to  a  minor  degree 
only.  Therefore  'globalisation' applies  above  all 
to large enterprises and a minority of small high-
tech or 'high flying' companies. 
It is often argued that high labour costs and regu-
lations  (e.g.  in  some  European  countries)  push 
enterprises  to  relocate  their  production  in  other 
countries.  Empirical  studies  have  shown,  how-
ever,  that  these  are  not  the  main  reasons.  The 
share  of labour  costs  is  relatively  low  in  auto-
mated plants such as  the  automotive industry or 
mass production. Many of these relocations aim 
to  capture  new  additional  markets  (e.g.  eastern 
Europe) more than to replace existing production 
in the 'old' markets. 
Including  agriculture  and  household  services;  see 
Chapter 3 .1. 
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o  Empirical work done  by Hirst &  Thompson 
( 1996) shows that multinational companies remain 
predominantly grounded in the national economies 
from  which  they  originate,  conducting  most  of 
their activities there and repatriating profits. 
•  Similar conclusions are drawn from an inves-
tigation of the hundred largest companies in the 
world (Ruigrok & Van Tulder, 1995a, b). 
o  Furthermore,  trade  and  investment  is  geo-
graphically  concentrated  in  intra-regional  pat-
terns:  Intra-European trade for example accounts 
for  some  62%  of  Europe's  total  export  trade 
(Weiss, 1998). 
However, the situation is rapidly changing- more 
so than is represented by available representative 
and update statistical data. 
Concluding,  the  competitive  landscape  has 
changed  dramatically  in  recent  years.  Geo-
graphic  and  temporal boundaries, as  well as 
psychological distances have disappeared; eco-
nomic  activities have become dematerialised 
and business success depends on expanding the 
global  reach  of the  organisation.  However, 
those who criticise the increasing emphasis on 
this aspect point to the lack of empirical evi-
dence, the enduring importance of site speci-
ficity,  increasing  regionalisation  rather  than 
globalisation and the relatively small quantita-
tive importance of  transnational trade. 
Box 3.3: TSER project 'Giobalisation and  social 
exclusion' 
The principal objective of this project is to determine 
the  role  played  by  international trade  in  influencing 
the  employment  and  relative  wages  of  unskilled 
workers  in  Europe. A combination  of data analysis, 
econometrics,  case  studies  and  simulation  model-
ling  is  carried  out and  takes  account of differences 
in  industrial  structures,  social  policies  and  techno-
logical change, and  labour markets and  labour mar-
ket policies in  individual EU  Member States. 
The project investigates how firms and  industries in 
Europe  have  responded  and  adjusted  to  increased 
international competition from low wage economies. 
A key element of the  project is  the  collection of the 
most suitable  data  on  trade,  industrial  characteris-
tics  (output,  prices,  investment,  employment, 
wages),  technology,  labour  market  structures  and 
national tax and  social policies. These data are col-
lected and  made available as a single database. 
Coordinator. J.  Whalley,  University of Warwick,  UK. 
E-mail: j.whalley@csv.warwick.ac.uk 1.2.2. New division of  labour 
There is widespread agreement that the emerging 
global  economy,  new  challenges  for  flexibility, 
innovation and reorganisation of the whole busi-
ness process, supported by modem ICTs, call for 
new ways of organising a company's production 
and work. Studies arguing in this way proclaim the 
end of Taylorism and Fordism and 'a new organi-
sation logic' based upon less division of labour and 
a new employment relationship (Table 3.2).3 
The  Fordist  key  words  are  gradually  being 
replaced by their 'post-Fordist' counterparts: stan-
dardisation  by  customisation,  differentiation  or 
individualisation;  cost  efficiency  by  innovative-
ness and creativity; simplicity by complexity; sta-
bility by flexibility; etc. 
To meet the new competitive criteria and priorities, 
companies are restructuring themselves in order to 
survive.  The  'management  of  non-routine 
processes' (Staudt, 1994) covers organisational and 
personnel development in addition to corporate and 
technological development (Dybowski, 1998). 
This restructuring is an essential feature of the new 
production concept with a shift from centralised 
planning and support towards deconcentration and 
decentralisation. This is expected to benefit a com-
pany's sensory capacity, the capacity for the selec-
tion of adequate actions and the innovative capac-
ity (Sels & Van Hootegem, 1998). 
3  For a more detailed outline of the  Fordist and Taylorist 
approaches  see  Dejonckheere  &  Van  Hootegem,  2000. 
Chapter 2. 
Stability 
Traditional (e.g. overtime) 
High 
Low 
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Moreover, this concept offers more room for inte-
grated production jobs where  all  operations  and 
tools required for the production of a single prod-
uct  can  be  brought  together.  This  'process-ori-
ented' structure can pave the way for job enlarge-
ment  and  enrichment  by  regrouping  operations 
and tasks (Huys et al., 1999). Human intervention 
remains essential to secure the continuity of tech-
nical  processes  and  the  effective use  of capital-
intensive production technology. 
The 'rehabilitation' of human work requires a 
new employment relationship, where vertical 
mobility  is  replaced by  horizontal  mobility, 
stability by flexibility, low and specific skill 
requirements by process-oriented and broader 
skills  and  acting  competence.  Attention  is 
being given to  a  'learning organisation' and 
the potential for the development of intensive 
and continuous learning activities in  a com-
pany (see also Part 2, Chapter 4). 
1.2 .3. Rhetoric versus reality? 
It is surprising that empirical research on organisa-
tional restructuring has not (yet?) been able to prove 
the broad introduction of new production concepts 
and the end of the traditional division of labour. 
•  Several sector-wide studies in Belgium (  chem-
ical, automobile, machine tool and clothing indus-
try)  have  investigated the  transformation from  a 
traditional  Tayloristic  to  a  new  socio-technical 
division of labour (Huys  et al., 1995). Although 
some  changes  in the  organisational structure  are 
Core-periphery 
New forms of temporal flexibility 
'  '  •  '  ·~  "  "  +  '  '  '  '  '  ~  ' 
Low 
Determined, based on  hierarchy 
High (e.g.  polyvalence) 
Flexible 
of functions 
Low profile, job-specific 
Low profile 
Source: Dejonckheere & van Hootegem, 2000, based on  Huys eta/., 1999, p.  742. 
Strong profile, focus on  potential 
development 
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taking place, the effects on the work content of  pro-
duction workers remain limited, with a continuing 
domination of merely implementational and nar-
row jobs. 'The changes taking place have in com-
mon the fact that they do not change the fundamen-
tal nature of the Fordist-Taylorist production sys-
tem' (Huys et al., 1999, p. 86). 
•  Van  Hootegem  (1999)  further  extended  the 
empirical basis of this so-called Belgian 'Trend-
study'  on  the  basis  of twenty  longitudinal  in-
depth  case  studies  on  changing  patterns  in  the 
division of labour. He concludes that contempo-
rary organisations are changing their division of 
labour, but that one rarely can speak of a drastic 
or fundamental organisational renewal or restruc-
turing:  'In general,  the  basic Tayloristic  idea  is 
still predominant' (Van Hootegem, 1999). 
•  For  Germany,  SOFI4  executed  a  similar 
'Trend  report'  in  the  automotive,  machine  tool 
and  chemical  industry  at  the  beginning  of the 
1990s. Schumann et al. (1994) concluded: 'These 
new types of organisation are spreading in manu-
facturing  sectors,  too,  and  are  gaining  ground 
against  the  "old fashioned"  ones.  Nevertheless, 
due  to  missed  opportunities  in  the  1980s,  the 
dynamic development in the past decade can be 
characterised  more  as  "pilgrim  steps":  two  for-
ward, one back, than a purposeful modernisation. 
These  deficits  are  becoming  very  visible  in  the 
current structural crisis' (p. 648). 
•  According  to  the  IA05  (cit.  in  Forsknings 
ministeriet, 1999, p. 100), Tayloristic work organ-
isation in German firms  increased in the  period 
1993  to  1998 to  almost 40%, whereas participa-
tive work decreased in tendency. A slight increase 
only  (to  25%)  was  found  for  post-Tayloristic 
work  organisations  characterised  by  semi-inde-
pendent team or individual work. 
•  A survey in the US (Applebaum & Batt, 1994) 
reported that only one quarter of larger firms had 
realised significant changes of  the organisation and 
management of work and of human resource prac-
tices. But even in these firms, the changes usually 
affected not more than 20% of employees.  'This 
has led some observers to conclude that between 5 
and 10% of  the work force in large firms is affected 
by major organisational changes' (p. 61). 
4  Soziologisches Forschungsinstitut [Institute for Sociologi-
cal  Research],  University  Gottingen,  Germany 
(http:/  /wiabtl.wiso.uni-goettingen.de/,..,  ). 
5  Fraunhofer-Institut fur  Arbeitswirtschaft  und  Organisa-
tion  [Fraunhofer-Institute  for  Industrial  Engineering], 
Mannheim (www.iao.fhg.de). 
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•  Based on surveys of the American Society for 
Training  and  Development  (ASTD),  Carnevale 
(1992, p.  53)  estimates that  'only 13  percent of 
American  employers  have  organised  employees 
in  high  performance  work  systems  that  de-
emphasise hierarchy and emphasise collaboration 
and teamwork. Those systems encompass a mea-
gre 2 percent of US workers.' 
The  research  findings  quoted  above  do  not  say 
that  nothing  is  changing  at  all,  but empirically 
assessed changes do not allow (yet?) for a general 
breakthrough of new production concepts  (simi-
larly: Dybowski, 1998, p. 148). 
· There are two explanations for this discrep-
ancy between the expectations attached to the 
. new production concept and empirical obser-
: vations (Fruytier, 1994): 
· (a)  frrst,  changes,  which  are  assumed  to 
replace  gradually  the  Taylorist  production 
concept, are undertaken only hesitantly (Huys 
: et al., 1999). New performance criteria- such 
· as  innovativeness, creativity, customisation, 
· extreme quality-orientation, flexibility, etc.-
which  are  given  a  determining  role  in the 
·;·  necessity  of organisational  change  - very 
.:  rarely  take  place  together  (Van  Hootegem, 
'  1999); 
• (b)  second, there may exist alternative possi-
; bilities,  compatible  with  Tayloristic  and 
· Fordist  methods.  Traditional  organisation 
· principles, supported by modem ICTs, may be 
· much more adaptable to current developments 
· than expected (Huys et al., 1999, p. 87). 
We  should add again that new work organisation 
concepts  apply  more to  large  companies  with a 
distinct division of labour than to  SMEs, which 
represent the majority of jobs (see  Chapter 3 in 
this part). 
Based  on  empirical  research,  Van  Hootegem 
( 1999) concludes that we cannot speak of a general 
'de-Taylorisation'. Companies tend to stick to tra-
ditional  structures  of execution,  being  flow- or 
operation-oriented, rather than introduce process-
oriented ones.  Simultaneously, companies try  to 
integrate some ingredients of the new production 
concept  (e.g.  decentralisation  of  maintenance 
tasks, reduction of  hierarchical levels, etc.). In fact, 
some of the dysfunctions of Taylorism are tackled 
and refined, leading to an optimisation of the clas-
sic model. These tendencies, however, do not alter 
the width and composition of enterprise functions --------------------------------Skill  needs in a global economy 
drastically. Therefore, the author prefers the prefix 
'neo '-rather than 'post'-Taylorism or -F  ordism. 
Concerning downsizing  and  outsourcing, several 
critical remarks can be addressed to the so-called 
'small  is  beautiful'  hypothesis.  Empirical  data 
indicate  an  'organisational  choice  approach', 
which  gives  a  degree  of freedom  to  cope  with 
(changing)  challenges  in  the  company  environ-
ment (Van  Hootegem, 1999). Furthermore, com-
panies not only engage in outsourcing, but also in 
'insourcing' of activities, e.g. by taking over com-
panies of strategic importance within their value-
added  chain.  Therefore,  business  process  out-
sourcing  does  not  necessarily  lead  to  scaling 
down or to 'small and beautiful' companies. 
This is also the conclusion when we look at what 
happens  with  the  activities  being  sourced  out. 
Outsourced companies often increase, rather than 
decrease,  their  scale.  Furthermore,  outsourced 
activities  of  different,  sometimes  competing, 
companies  become  integrated  in  one  company 
leading to  increasing  scales, too.  Sometimes we 
even  observe  a  reintegration  of  formerly  out-
sourced units. Furthermore, companies may try to 
attain  financial  control  of the  outsourced  units 
and  then  act  as  'shareholders' with  a somewhat 
different philosophy, also in terms of employment 
and  human  resource  development  (see  Chapter 
5  .1  in this part). A marked feature of this has been 
the  growth  of holding  companies  with  a  wide 
range  of  activities  (European  Commission, 
1998b, p. 88). 
Table 3.3 summarises the arguments raised in this 
chapter. 
Concluding, globalisation has  imposed new 
• performance criteria on companies, which try 
: to reduce the division of labour to take opti-
. mal  advantage  of human  capital.  However, 
' these  often-proclaimed  tendencies  are  not 
always  based on  empirical evidence.  Some 
basic  principles  of Fordism  and  Taylorism 
i  survive  or  are  adapted.  Empirical  data  -
::  although limited - rather suggest a transition 
to  'neo'- rather  than  'post'-Taylorism  or 
-Fordism and reject the idea of a general par-
..  adigm  shift  towards  a  new  organisational 
, logic, new  production  concepts  and  a  new 
·:  division of labour. 
1.  Macro level  Standardisation: mass pro- Differentiation, customisation,  Nuances the assessment of 
changing performance criteria 
in the global market 
duction and consumption  individualisation 
Stability and  simplicity 
2.  Inter-organisational  Vertical integration 
division of labour 
Flexibility and  complexity 
Vertical de-integration:  •  Indicates slowness of 
downsizing and outsourcing  outsourcing process 
•  Allows for scaling-up as an 
alternative to scaling down 
'The bigger, the better'  'Small is  beautiful' 
3.  Intra-organisational  Tayloristic production  New production concept 
division of labour  concept 
Maximal division of labour  Minimal division of labour 
'Organisational choice' 
Supports the  idea of 'neo'-
rather than 'post'-Taylorism 
'Organisational choice' 
4.  Personnel strategy  Fordist employment 
and implications for  relationship 
New employment relationship  Supports the idea of 'neo'-
rather than 'post'  -Ford ism 
VET 
Low level of required 
qualifications and little 
attention to VET 
Source: Dejonckheere & Van  Hootegem, 2000. 
High level of required 
qualifications and  major 
challenges for VET 
? 
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There  is  a  certain  degree  of organisational 
choice, in that organisations are seen as non-
determined  productive  systems,  where  the 
same  challenge  can  give  rise  to  different 
answers  or  equivalent  solution  strategies. 
Thus, the  transition  to  new  production con-
cepts and a significant reduction in the divi-
sion  of labour  is  an  option,  rather than  an 
inevitable process of reaction to globalisation 
pressures. 
1.3. Impact of globalisation on skills 
Jobs, and their requirements for  skills  and train-
ing,  are  influenced  by  the  kind  of division  of 
labour implemented in the organisation. The inte-
gration of previously separated operations in one 
job,  the  transformation  of work  to  a  problem-
solving  process,  the  increased  importance  of 
information  work,  etc.  seriously  influence  the 
skills required and hence the company's need for 
learning and training. 
Learning  within  an  organisation  is  seen  as  an 
important means towards the transformation and 
successful  adaptation  of enterprises  in  a  global 
context (Zahra  &  O'Neill,  1998). Roberts  et al. 
( 1998)  view  knowledge  as  the  cornerstone  of 
competitive  superiority  in  global  markets. 
According to these authors, 'the major challenges 
to managing a global workforce are: 
•  skill  deployment:  getting  the  right  skills  to 
where  they  are  needed  in  the  organisation 
regardless of geographical location; 
•  knowledge  and  innovation  dissemination: 
spreading knowledge and practices throughout 
the  organisation,  regardless  of  where  they 
originate; 
•  identifying and developing talent on  a global 
basis:  identifying who has the ability to func-
tion  effectively  in  a  global  organisation  and 
developing those abilities' (p. 94). 
1.3 .1. Knowledge and production intelligence 
The  implementation  of new  work  organisations 
supports  the  idea of a  general  'rehabilitation of 
human capital' and upskilling of the workforce in 
the global context. Since globalisation is  consid-
ered to  be  a major reason behind organisational 
restructuring and the changing nature of work, it 
is expected to impose major changes on required 
skills and training needs:6 
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•  workers are confronted with new and unfamil-
iar tasks for which no  solutions are yet avail-
able; 
•  globalisation  requires  more  rapid  innovation 
and  increasing  competition  calls  for  taking 
customer preferences more into account; 
•  an increasing number of  activities are becoming 
automated, with the paradoxical consequence 
of a greater dependency on human intervention 
in order to prevent or overcome malfunctions of 
technical systems (Huys et al., 1995). 
In such situations, workers  also need theoretical 
or abstract  knowledge  (in  addition  to  practical 
and experiential knowledge):  'They must be able 
to conceptualise new problems in such a way that 
they can search for solutions by proceeding in the 
appropriate  systemic  and  methodological  way' 
(Schienstock et al., 1999, p. 76). 
The  advanced  use  of modem ICTs  in  the  global 
economy is fundamentally influencing the demand 
for new qualifications. It is expected that, due to the 
easy  access  to  technological  databases, expanded 
connectivity  and  a  sharp  rise  in  communication 
bandwidth, modem ICTs will speed up innovation 
processes within and/or between firms significantly. 
Those advantages, however, can only be realised if 
employees know how to use modem ICTs. ICT or 
digital  knowledge,  therefore,  is  becoming  a  key 
qualification (Schienstock et al. 1999)? 
Similarly, Autor, Katz & Krueger (1998) reported 
that 4  7% of workers in the US  use a computer in 
their  jobs, up  from  25%  in  1984.  In  Germany 
( 1991), 21%  of workers  used  a computer occa-
sionally; another 15% used it as  a main tool and 
I% of employees claimed an occupational quali-
fication in the ICT field (Dostal, 2000, p. 122).8 
These  developments  imply  that  'organisations 
that make extensive use of computers search for 
6  Several  aspects  of this  issue  were  already  addressed  in 
Cedefop's first  research report/background report (Cede-
fop,  1998a):  Dybowski  investigated  the  impacts  of new 
technologies  and  work  organisation  on  VET.  Tessaring 
discussed the future of skills and competences in general, 
and  made  an  explicit  link  with  the  changing  nature  of 
work. Straka & Stackl studied the impact of ICTs - closely 
linked to the process of globalisation - on VET. 
The following arguments follow Schienstock eta!. (1999, 
pp. 72-84). 
7  This is one of the reasons why the European Commission 
has taken the initiative to foster 'e-learning'. 
8  These findings result from the BIBB/lAB survey in 1991-
92. The survey was repeated in  1998-99, and results will 
be available in  summer 2000 (for more information con-
tact the BIBB (www.bibb.de) or the lAB (www.iab.de). ---·-----------Skill  needs in a global economy 
workers with both mastery of cognitive skills and 
"soft skills"[  ...  ]. The logic is that computers han-
dle  routine  tasks  effectively,  leaving  to  humans 
the  solving  of exceptional problems. Doing this 
effectively  requires  not  only  problem-solving 
skills, but often the ability to successfully obtain 
information and help from others.' (Levy & Mur-
nane, 1999, with reference to Bresnehan 1997) 
However, some critics dare to question the popu-
lar view  that  'almost every job involves regular 
contact  with  modem  ICTs'.  Many  companies, 
particularly  small  ones,  still  operate  with  low 
technology  and, if ICTs  are  used in a company, 
the share of the total work force actually involved 
varies considerably; the level of IT skills needed 
there is still fairly low (Deneb et al., 1998). 
A third trend is  emerging relating to  the  know l-
edge aspect. In order to  be  able  to  handle  com-
plex  technical  systems,  not  only  abstract  and 
technical,  but  also  practical  and  experiential 
knowledge  is  expected  to  grow  in  importance.9 
The  company's  dependence  on  problem-solving 
qualifications for (exceptional) circumstances, for 
which no solutions are (yet) available, might even 
increase (see also Part 2, Chapter 2). 
In such situations, problems cannot be solved by 
theoretical  knowledge  and  a  systematic  way  of 
thinking  alone;  a  kind  of knowledge  is  needed 
that enables people to  react immediately in  new 
and uncertain situations. 
This  requires  work process  knowledge,  i.e.  the 
understanding of the overall production and work 
process, which is  much broader than understand-
ing  the  worker's  individual  task  (Lammont, 
1999). Acquiring work process knowledge means 
'breaking  out  of the  narrow  experience  of the 
worker's own task and appreciating that there is a 
variety  of alternative  work processes, that work 
processes  are  rooted  in  historical  processes  and 
that the current work process in the organisation 
is not fixed and may change' (Kruse, 1996). 
Theoretical, digital and work process knowl-
edge together can be called 'production intel-
ligence, which is the combination of knowl-
edge  acquired  through  education  and train-
ing, supported by ICTs and complemented by 
work experience and non-formal learning. 
9  See  also  Dehnbostel  &  Dybowski  (2000),  and  Part  2, 
Chapter 4 of this report. 
1.3.2. Skills, competences and work 
orientation 
Organising a business globally calls for a range of 
new  skills, which  can  be  classified as  'interna-
tional skills' (Dertouzos et al.,  1989). Today,  an 
increasing  number  of  companies  deal  with 
foreign  clients,  suppliers,  subsidiaries,  'sister 
companies', etc.  'The globalization of trade  and 
international  spread  of  technology  are  strong 
forces pushing toward a global set of key compe-
tencies.  [  ...  ]  At  the  same  time,  cultural  differ-
ences among countries undoubtedly play a role in 
defining  the  meaning  of certain  competencies' 
(Levy &  Murnane, 1999, p.  19). For these inter-
national  relationships,  it  is  crucial  to  possess  -
besides foreign language skills - communicative 
skills or intercultural competences in the culture, 
tastes, customs, institutions, etc. of the partner's 
country  (see  also  Kristensen,  1998;  Tessaring, 
1998b, p. 212 f.). 
If an  organisation engages in  decentralisation of 
decision-making  or  if its  activities  are  crossing 
national borders, workers should be able to plan, 
organise and also control their work autonomously 
or together with colleagues in a team 
10 and be able 
to manage information flows. These tasks are close 
to managerial competences. 
Increasing  team  and  group  working  requires 
social skills and competences related to the ability 
to  cooperate in  such  a way  that the  outcome of 
the  group  work  will  be  seen  as  a  collective 
achievement. Another reason for  the  importance 
of  social  competences  is  that,  together  with 
higher  levels  of autonomy,  workers  have  more 
often direct contacts  to  suppliers  and  customers 
(Schienstock et al., 1999). 
Since  price,  quality  and  time  can  be  seen  as 
entrance barriers to  the  global market, work ori-
entations such as  quality consciousness, reliabil-
ity, precision, accuracy, immediacy etc. have not 
lost their importance. 
Moreover, according to the device 'innovate or die' 
(Hitt et al., 1998, p. 36), creativity and entrepreneur-
ial spirit are considered to become important virtues 
for workers, too. The transformation of  such abstract 
concepts  as  'continuous  improvement'  or  'con-
stantly learning organisations' into reality depends 
on a creative work force. A 'new way of thinking', 
i.e.  commitment and  trust of all  members  of the 
10  This, for example, was one of the major objectives for the 
reform of training occupations in Germany since the mid-
1980s. 
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company is needed in order to develop an innovative 
and constantly learning organisation. It is essential 
for them to understand that only joint efforts of  man-
agement and workers to improve innovativeness can 
lead to success in global competition. 
Table  3 .4  summarises  the  arguments  on  the 
knowledge and  skills needed in the global econ-
omy.  The  arguments  obviously  support  the 
'upskilling  thesis',  the  idea  of a  general  shift 
towards higher skill needs. 
1.3.3. Globalisation and skills: some 
controversial arguments 
At first sight, globalisation is expected to require 
a highly competent and skilled workforce. Every-
body  should  simultaneously  possess  the  knowl-
edge,  skills  and  work  orientations  needed  and 
should have  the  ability  and  willingness  to  learn 
continuously for the rest of his/her life. However, 
it is  hard to  believe that this  is  a representative 
picture  of today's  reality.  ICTs  can  reduce  the 
demand for  particular qualifications, but it is  an 
illusion that 'every job involves a lot of informa-
tion  work'. Few companies are yet truly  global; 
not all  employees within global companies need 
international and overarching skills. 
Knowledge 
Henwood  (1998)  criticises  the  upskilling  thesis 
and a general upgrading of workers in the global 
economy  of the  US.  He  investigates  the  wide-
spread  idea  that  'the  most  rapidly  growing  job 
categories in the global economy are knowledge-
intensive- so-called 'symbolic analysts'- and that 
the  problem is  that many  people don't have the 
right skills' (p.  17). Based on projections of the 
US Bureau of Labour Studies of the fastest grow-
ing occupations between 1996 and 2006 he con-
cludes:  'Of the top 30, those that look like sym-
bolic  analysts  account  for  only  9%  of employ-
ment  now  and  16%  of projected  growth.  Most 
look  quite  mundane.  It's  hard  to  see  from  this 
how "the problem is that many people don't have 
the  right  skills".  It is, however, easy  to  see  the 
polarising  tendencies  in  today's  labour  market 
[  ... ]' (ibid., p. 18). 
Schienstock et al.  (1999)  also  warn  not to  con-
flate the increasing transmission of data between 
remote people with the acquisition of knowledge 
and a general upskilling. For example, a number 
of recent studies on call-centres suggest that these 
and similar new forms of work, enhanced by the 
process of globalisation, exhibit an extreme case 
of repetitive,  tightly  controlled,  machine-paced, 
Work as a process of problem-solving 
Introduction of modern ICTs 
work process knowledge  Increased uncertainty, risk situations caused by technical integration 
Skills and competences 
Professional skills, multiskilling 
International skills 
Social skills 
Management skills 
Quality consciousness, reliability 
Creativity, entrepreneurship 
Leadership 
New work virtues 
Source: Schienstock eta/., 1999, p.  83. 
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Integration of tasks, de-specialisation, group work 
Globalisation of markets and production 
Direct interaction within and between work groups, customisation, 
direct interaction with suppliers 
Flat hierarchies, decentralisation, increased information exchange 
Work orientations 
Quality and time as key aspects of global competition 
lnnovativeness as key element of global competition 
Coordination of autonomous work groups 
Commitment, trust, industrial citizenship and  less  knowledge-intensive  work  (Fernie  & 
Metcalfe, 1987; Reardon, 1996; O'Siochru & Jor-
dan, 1999). They even talk about 'the new sweat-
shops  of  the  millennium',  with  Taylorised, 
deskilled  descendants  of earlier forms  of office 
worker,  even  though  the  work  may  be  taking 
place  at  different  locations  and  under  different 
conditions of employment (Huws, 1999, pp. 39-
40).  These  are  typical  examples  of low  skilled 
jobs as discussed in Part 5, Chapter 3 .3. 
Despite the  widely  proven  trend  of higher 
qualification needs or reskilling, it is impor-
tant to bear in mind that globalisation does 
· not always require higher qualifications from 
, the  entire  workforce.  In  fact,  globalisation 
,  sometimes even results in new kinds of work 
reducing  the  skill  requirements  to  a  mini-
·•  mum:  'routine  work will  survive'  (Schien-
; stock et al., 1999, p. 49). 
The examples above made clear that globalisation 
can, but does not necessarily, yield more knowl-
edge, higher skill requirements and renewed work 
orientations. How can we  reconcile  this  insight 
with the enumeration of new skills in Table 3 .4? 
Some of these skills were a direct consequence of 
the globalisation process (e.g. the need for inter-
national skills or intercultural competences). Oth-
ers  were  indirectly  influenced  by  globalisation, 
such as  the  increased use of modem ICTs  (e.g. 
digital  knowledge),  handling  technologies  (e.g. 
practical know  ledge), organisational restructuring 
(e.g.  multiskilling), decentralisation of decision-
making (e.g. managerial skills), etc. 
The elaboration of many newly-required skills is 
based upon the premise of globalisation resulting 
in less division of labour and a new organisation 
logic.  Considering  the  above  mentioned  criti-
cisms of the concept of globalisation, and the fact 
that the new logic is far from being widespread, 
upskilling should be considered as one option out 
of a whole range of possibilities. 
The  organisational  choice  of  a  company  will 
determine  the  skill  requirements  and  learning 
opportunities  for  workers  including  on-the-job 
learning  (Lammont,  1999).  The  causality  can 
also  be  reversed,  however,  in  the  sense  that  a 
VET-program can (should) anticipate and facili-
tate the process of organisational restructuring. In 
tum, this might influence the process of globali-
sation. 
Skill needs in a global economy 
1.4. Conclusions 
Decreasing  site-specificity  and  temporal  con-
straints of the production of goods and services 
establishes  new  competition  criteria  in  glob-
alised markets. In order to meet these criteria, 
firms  reorganise  their  work  and  new  skill 
requirements  are  put  on  workers.  However, 
empirical evidence on new production concepts 
is not always clear but shows a broad range of 
organisational choice between more traditional 
and new organisational approaches. 
'Production intelligence' - a combination of  theo-
retical, experiential,  systemic, digital  and  work 
process knowledge-as well as international, man-
agerial and social competences clearly will gain in 
importance. However, it would be an illusion to 
believe that every job involves an equally high 
degree of these new competences. Globalisation 
sometimes even results in work that reduces skill 
requirements  to  a  minimum.  Furthermore,  it 
would be an illusion to believe that every worker is 
able to meet these new and extended requirements. 
'There is no general trend towards knowledge-
based work. Instead, we can expect some kind of 
polarisation with increasingly knowledge-based 
jobs on the one hand and more repetitive and less 
information and knowledge-intensive work on 
the other' (Schienstock et al., 1999, p. 50). Simi-
larly, Henwood (1998) indicates the polarising 
trends in the labour market and fears that global-
isation might even speed up the process of  polar-
isation. This presents a major challenge for voca-
tional and educational training systems. Training 
should be shaped to avoid the exclusion of those 
falling out of the upper as well as the intermedi-
ate segments of skilled personnel. 
As  lifelong  employment  and job security  are 
gradually fading and more and more employees 
have to accept precarious jobs, employability in 
a working life perspective gains in importance. 
VET systems should be designed so that indi-
viduals and the local labour market are able to 
overcome possible shocks caused by globalisa-
tion and become less vulnerable. 
Within the vocational training system, ICT-appli-
cations  and  the  resulting  qualification  needs 
should receive major attention. Further, the ICT-
sector itself  faces quantitative as well as qualitative 
labour market shortages (see also Part 4, Chapter 
4.3 in this report). Vocational training should con-
tribute to reducing at least the qualitative ones. 
The widespread use of modem ICTs not only 
creates  additional  competence  and  training 
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needs but also has  impacts on the  delivery of 
training,  e.g.  through  the  provision  of open 
learning  centres,  computer  packages,  distance 
learning and the delivery of learning to people 
who are unable to attend classes regularly. It is 
hoped that the new media can give rise to new 
learning  formats  and  venues  in  general  and 
especially  in  vocational  training.  They  might 
allow  for  a  transition  from  instructionistic  to 
constructivistic  learning-teaching  concepts  as 
well  as  to  self-directed  learning  (Straka  & 
Stockl, 1998; Straka, ed., 2000). However, most 
ICT-based learning tools are still rather instruc-
tive and sequential and do not leave much space 
for the learner's construct of knowledge. 
2. Internal, external and 
occupational labour markets11 
Debates on  the  role  of training within economic 
growth  and  labour  markets  touch  upon  public 
policies and the roles of  enterprises and individu-
als concerning the formation and accumulation of 
human  capital.  This  chapter discusses  the  main 
trends in current research devoted to an economic 
analysis of the wage-labour nexus. This  refers to 
questions  linked to  the  structure,  mode of  func-
tioning and to  mobility in  internal,  external and 
occupational  labour  markets  and their  implica-
tions for skill acquisition and utilisation. 
2.1. Typology of labour markets 
Training, employment and human resource devel-
opment within  an  enterprise  can only  partly  be 
explained by  neoclassical  theory.  Rigidities  and 
institutional  regulations  (e.g.  concerning  pay 
scale systems, promotion of internal mobility and 
career, access to further training, early retirement 
schemes,  etc.)  are,  to  a  high  degree,  removed 
from  the  direct  'control' of the  market. Against 
this  background,  the  dual  labour  market  theory 
and  the  segmentation  theory  try  to  explain  the 
existence  of different  labour  market  'qualities' 
within an economy or an enterprise (Box 3.4) .12 
11  This  section  is  based  on  the  paper  of S.  Hanchane  & 
P. Mehaut, 2000:  'Training, mobility and regulation of  the 
wage relationship:  specific and transversal forms'. Con-
tribution to:  Descy &  Tessaring, eds. Training in Europe. 
Second report on vocational training research in Europe 
2000:  background report.  Luxembourg:  EUR-OP, Vol.  2 
(published 2001). 
12  For further details see Hanchane & Mehaut, 2000. 
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Box 3.4:  Dual labour market and segmentation 
The  deficiencies  of neoclassical  economic  theory, 
and  in  particular the  failures and  imbalances of the 
labour market which could not be regulated by market 
forces alone, led to the development of the segmen-
tation theory (micro level) within the frame of the dual 
labour market theory (macro level; for details and ref-
erences see Hanchane & Mehaut, 2000). 
Dual  labour market and  segmentation theories look 
upon  the  influence  of  institutions,  interest  groups 
and  non-competing  groups  in  the  labour  market 
(e.g.  'insider' within  a company),  who  seek to  limit 
the  access  to  the  superior segment of the  internal 
labour market. 
The  preferences  and  behaviour  of individuals  are 
determined by the labour market (and not by mone-
tary returns as assumed in the neoclassical theory). 
The  economy is,  in  principle,  divided  into two  sec-
tors (segments): 
a)  a primary labour market with  stable  employ-
ment, secure income, and high or firm-specific skills; 
b)  a secondary labour market with  lower wages, 
high  fluctuation,  uncertain  employment  and  low 
qualification requirements. 
core staff, 
firm-internal 
labour market 
entry jobs, 
occupational 
labour market 
marginal staff, 
'everyone's jobs' 
'everyone's jobs', 
marginal employment, 
unemployment 
Both sectors are distinguished in  terms of their allo-
cation  and  remuneration  systems.  Skills  in  the  pri-
mary labour market are  acquired  at the workplace; 
the  wage  structure  is  fixed  and  follows  internal 
mobility  chains,  e.g.  by  tenure.  Competition  exists 
only for entry jobs. 
Productivity  is  a  character  of  the  job,  not  of the 
worker.  Thus,  workers have to adapt to  technology. 
Individuals who do not manage to enter the primary 
segment  are  threatened  by  long-term  unemploy-
ment because of obsolescence of their skills. 
Institutions, coalitions and State interventions 
interfere with the two principal agents in the 
labour market-workers and employers - and 
lead to a functioning of labour markets corre-
sponding  to  their preferences  and  interests. 
This could result in restricted competition in 
labour markets and in changed patterns of  edu-
cational returns which do not or only partially 
correspond to the classical rule of 'marginal 
productivity of  qualifications'. -----------------------------------------------------------------Internal, external and occupational labour markets 
At most, neoclassical  theory  is  able  to  describe 
processes  in  the  external  labour  market,  e.g.  a 
firm's  hiring  behaviour  and  wage  variation 
(external  flexibility)  for  workers  recruited  from 
outside. 
The internal labour market is  an  'administrative 
unit' within which the allocation of work and the 
determination of prices (wages) are based on reg-
ulations  and  administrative  procedures.  This 
internal  'wage-labour nexus' refers to  work con-
tracts  that  are  always  incomplete  in  terms  of 
internal  (written  or  unwritten)  collective  rules 
(e.g.  concerning  promotion by  tenure,  access  to 
further  training,  working  conditions  etc.).  How-
ever,  because  of  asymmetric  information  in 
favour of the employer - who is supposed to have 
full information about the job and the enterprise -
and his power to  'hire' workers and to  deploy or 
dismiss them, the (internal) labour market has to 
be regulated by labour law and institutional regu-
lations  in  order to  also  consider the  interests of 
workers  (Cahuc  &  Zylberberg,  1996;  Boyer  & 
Caroli, 1993; Caroli, 1998; Tessaring, 1998b, pp. 
58 f.). 
Internal  labour markets  can  be  subdivided  in  a 
superior and  an  inferior  segment,  similar to  the 
dual labour market theory (Box 3.4) .13 The supe-
rior (primary)  segment is  characterised by  more 
unstructured,  i.e.  undetermined  work,  high 
responsibility  and  qualification of workers.  Pro-
motion within the firm widely follows tenure, and 
employment  conditions  are,  in  principle,  stable 
ones. Work and earnings in the inferior (second-
ary) segment are more rigid, work tasks and the 
respective skill requirements are low. 
Occupational labour markets overlap external and 
internal labour markets; they can be accessed only 
by workers who are qualified for this occupation 
(by completed training and/or work experience). 
Occupational labour markets thus are charac-
terised by skills that are necessary to perform 
an occupational task. For a given occupation, 
job requirements  do not differ substantially 
from  one firm  to  another.  This  results  in a 
high tran~ferability of occupational qualifica-
tions across firms  and in a lower degree of 
asymmetric  information:  employers  know, 
when recruiting, about the qualification pro-
13  For more details see Hanchane & Mehaut (2000) and their 
discussion of the  links between segmentation theory and 
the theory of institutions. 
file  of a  job  applicant.14  Because  of  the 
higher transferability of occupational qualifi-
cations  to  different frrms  workers  have fair 
chances of finding a job in their occupation 
in the external labour market. 
Thus  occupational  labour markets  comprise  both 
internal and external labour markets. Although there 
are still obstacles, standardised qualifications lead to 
an improved distribution of (fixed) costs connected 
with the regulation of the wage-labour nexus. Box 
3  .5 and Table 3  .5 compile the main characteristics of 
occupational and internal labour markets. 
Box 3.5:  Features of labour markets 
•  External  labour market:  price  (earnings)  set-
ting follows supply and demand; mostly external and 
numerical flexibility in  terms of recruitment of work-
ers  and  wage  variation;  investment  in  more  gen-
eral/transferable education and training. 
•  Internal labour market: access and  career are 
highly dependent on  the  recruitment and  promotion 
behaviour of the firm;  mostly numerical  (in  terms of 
working  time  adjustments)  and  functional  (in  terms 
of  work  contents)  flexibility;  mostly  investment  in 
specific training; career/earnings increase according 
to  tenure;  promotion  is  regulated  by  internal  rules 
and  procedures. 
In a wider definition, internal labour markets are not 
restricted  to  one  firm  but  refer  to  an  occupational 
field or sector: workers may move from one occupa-
tion or sector to the other without leaving their occu-
pational pathway and competence. This case is sim-
ilar to occupational labour markets. 
•  Competitive labour market:  interest groups do 
not  exist;  competition  concerns  skills  and  experi-
ence  which  are  assumed  to  signal  productivity;  in 
principle  full  mobility,  transparency  and  immediate 
adaptation  (in  the  neoclassical  view);  investments 
are made  in  ET as  long  as  their returns  are  higher 
than  alternative  investments  in  physical  capital; 
wage determination and allocation of labour by sup-
ply  and  demand.  Competitive  labour  markets  are 
close to external labour markets. 
•  Occupational labour market:  access  is  based 
on  occupational/training  certificates  and/or  experi-
ence;  mobility  within  an  occupational  field;  invest-
ment in ET (after initial occupational training) mainly 
for  adaptation  and  updating  of occupational  skills. 
Occupational labour markets are located both within 
and  outside an enterprise. 
14 In a corporatistic regulated apprenticeship training system, 
employers or their respective associations, together with 
trade unions and government are involved in the design of 
this  qualification profile (in terms of curricula, contents, 
examination procedures etc.). 
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Training  apprenticeship  experience acquired within the 
enterprise 
Nature of training in the course 
of working life 
standardised according to the principles 
of the occupation 
not standardised, specific to the 
enterprise concerned 
Transferability of qualification  within the scale of the occupation  within the enterprise 
Tenure  no recognised role  in  terms of 
acquisition of skills or of earnings 
strong influence of skill acquisition 
and earnings 
Level of qualification when 
changing the enterprise 
maintenance of the qualification level  downgrading 
Control of the work content  based on the defence of the occupation  based on  a system of rules which 
apply to all workers in  the enterprise 
(e.g. classification systems) 
Organisation of workers  based on  occupational affiliation  based on  the enterprise or sector 
Principle object of flexibility 
negotiations 
demarcation rules between jobs  general rules applying to the whole 
workforce 
Sources: Eyraud, Marsden & Silvestre,  1990; Hanchane & Mehaut, 2000. 
Research has emphasised the importance of insti-
tutions and functional rules of labour markets in 
different countries. These are decisive in explain-
ing  mobility  mechanisms  at  the  beginning  of 
working life as well as career patterns throughout 
working  life.  International  comparisons  show, 
however, that the wage-labour nexus across coun-
tries is organised differently. 
In France, the insertion of young people and the 
existence  of internal  labour markets  is  of high 
importance. In the UK, the emphasis is on the qual-
ification model and the external labour market. In 
Germany, the occupational labour market domi-
nates, based on standardised occupational training 
in the dual system. Japan follows a model based on 
competences acquired in the firm (Marsden, 1998). 
However, even if a certain type of  labour market is 
dominant in a country, this does not rule out the fact 
that different labour market types  coexist in the 
respective country or even within one firm. 
A consistent typology of  labour markets is difficult 
not only because of different tensions between the 
market on the one hand and the particularity of 
transactions of labour on the other. In addition, the 
diversity of regulatory systems of training, contin-
uing  training  and  employment across  countries, 
specific rules in different enterprises and the trans-
formation  of the  wage-labour  nexus  over  time 
impedes the approaching to 'general' solutions for 
one or a cluster of different countries. 
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2.2. Entry into the internal labour market 
At the beginning of his  or her work career, the 
human  capital  of an  individual  - being  in  the 
external  labour  market15  - is  more  or  less 
unknown to  the employer. Previous  investments 
in (school-based)  education  and training  are, in 
principal, not firm-specific ones. 
In most European countries a considerable num-
ber of young people leaving education and train-
ing  (ET)  face  obstacles  to  entering  the  internal 
labour market. Jobs  there - and in particular at 
superior levels - are limited. Young people have 
to line up a job queue and many of them have to 
switch  to  the  secondary  labour  market  charac-
terised  by  unstable  employment,  unfavourable 
working conditions, low earnings and lack of pro-
motion and career.16 
According to the segmentation theory, workers in 
the  secondary segment will do hard to catch up 
with the earnings, skills and careers of workers in 
the primary sector. In consequence, it depends on 
15  This does less apply to occupational labour markets and in 
particular to  in-company apprenticeship training.  One of 
the advantages seen in this type of training is  that young 
people are in the internal labour market during their whole 
training phase and thus  have  particular advantages com-
pared to young people trained outside firms. 
16  See also Chapter 2 in Part 5 of this report and especially 
Box 5.10 ('Models of young people's integration'). ------------------------------------------------------------------------------------------ Internal, external and occupational labour markets 
this  positioning  and  on  the  work  career  pattern 
(work experience, promotion etc.) whether initial 
training  will  be  improved,  enriched  or  comple-
mented and valued in later working life. 
Public  programmes  to  integrate  young  people 
may be ambiguous. In analogy to the widespread 
conviction that an increase in economic growth 
alone  will not result in an  automatic  reintegra-
tion of marginalised people or those  in  precar-
ious  jobs  (e.g.  because  of the  obsolescence  of 
their  skills),  17  programmes  to  integrate  young 
people  in  the  labour  market  may  not  be 
successful  either.  Young  people  may  shift 
between  a  number of intermediate positions  in 
the  labour  market  and  will  - because  of  an 
increased  competition  with  higher  or  equally 
qualified job applicants in  the course of educa-
tional  expansion - face  the  risk of a  'degrada-
tion'  in  the  recruitment  process  as  well  as  in 
future earnings and career prospects. 
: These 'negative feedback effects' set up con-
siderable barriers for entry into the superior 
segments  of  the  internal  labour  market. 
Those barriers may reinforce in the course of 
;:  time  and  result  in  increasing  instability  of 
' jobs and long-term unemployment (see also 
: Part 4, Chapter 3.2 of this report). 
A future-oriented system of training in the frame-
work of lifelong learning - as  an  alternative to 
more  curative  measures  - considering  both  the 
short  and  medium  term  needs  of jobs  and  the 
longer term needs of individuals, may overcome 
the  segmentation  of  labour  markets.  Occupa-
tional  labour  markets  may  arrive  at  similar 
results. 
Longitudinal data (as discussed by Pfeiffer, 2000, 
and Hannan & Werquin, 2000) 18 are necessary to 
prove  the  thesis  of state  dependence.  To  what 
extent  are  people  who  were  disadvantaged  in 
youth  (e.g.  by  lacking  or  'wrong'  training)  or 
who  have  started  their  work  career in  unstable 
and  precarious  jobs  in  the  secondary  labour 
market able to compensate for these deficiencies 
in  their  later  working  life,  e.g.  by  continuing 
training  or retraining  programmes?  Or  will  the 
thesis  of individual  heterogeneity  been  proved 
17  However, economic growth facilitates  substantially those 
efforts as compared with economic stagnation. 
18  See also Part 4, Chapter 4.1  and Part 5, Chapter 2.4 of this 
report. 
which says that all people are  different and that 
it  depends  on  themselves,  their  individual 
performance  and  the  value  attached  to  their 
acquired  skills  whether  these  barriers  can  be 
surmounted or not? 
2.3. Promotion and external mobility 
Internal  labour markets  exist because  of mutual 
advantages  for  both  employers  and  workers.  In 
particular, specific skills, acquired by work-based 
training,  are  a  certain  guarantee  for  stable 
employment. Workers with specific skills are dis-
couraged  from  (or  have  little  opportunity  for) 
changing  the  enterprise;  this  is  compensated by 
promotion by tenure. In tum, the  employer may 
pay  lower  wages  as  well  as  avoid  the  costs  of 
fluctuation and loss of enterprise-specific human 
capital. 
However, stability of employment within a firm, 
coupled  with  a gradual  advancement by  senior-
ity/age  only,  may  also  be  a  negative  signal  to 
employers  in  the  external  labour  market.  They 
might assume that the worker is not able to suffi-
ciently  valorise  his  human  capital  in  his  firm. 
This can become an obstacle to external mobility 
of workers. In consequence, if seniority reduces 
job  opportunities  in  the  external  labour  market, 
firms  may reduce promotions other than by sen-
iority in order to discourage workers from leaving 
the firm. 
This behaviour tends to lead to an underutilisation 
of skills and to  a vicious circle:  if the chance to 
leave the  enterprise decreases further, promotion 
will slacken even more. These internal and exter-
nal  forms  and  conditions  of mobility  are  much 
more  complex  than  a  mere  differentiation  of 
workers  by  their human  capital.  Stable  employ-
ment and long tenure in a firm may signal a weak 
valorisation of human capital to the outside world 
and  may  increase  the  risk  of unemployment  in 
case  of  an  involuntary  move  to  the  external 
labour market. 
This  means  also  that  returns  in  internal  labour 
markets  are  not linked to  ET investments, as  is 
the case in external labour markets. Specific skills 
together  with  lower  earnings  and  inter-firm 
mobility,  lower fluctuation  and  transaction costs 
result in a 'causality chain': specific technologies 
-7  specific job -7 on-the-job training -7  specific 
skills  -7  internal mobility depending on internal 
labour  market  -7  decreasing  external  mobility 
opportunities  -7  reduction of internal promotion 
(based on Marsden, 1989). 
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However,  the  more  technologies  and  work 
processes become flexible, the more obsolete 
this close link becomes between jobs and spe-
cific skills. There are findings that firms may 
also be interested in financing or valuing gen-
eral vocational training even if they risk not 
fully capturing its returns (Katz &  Ziderman, 
1990; Stankiewicz, 1995; Ballot, 1996; Ace-
moglu & Pischke, 1999a, b). 
One argument is that enterprises in western coun-
tries  are  seeking  creativity  and  innovations  to 
gain  leadership  in  their  market.  These  innova-
tions  are  expected to  yield an  economic rent.19 
General training is expected to favour innovation 
and  thus  to  yield  rents  for  the  company;  this 
justifies its  financing  by  the  firm  provided  the 
fluctuation rate of these skilled workers is not too 
high. 
2.4. Training and skills in internal and 
occupational labour markets 
This chapter discusses the main features of inter-
nal  and  occupational  labour markets  in France, 
Germany and the United Kingdom.2° 
France 
According to Hanchane & Mehaut (2000) internal 
labour markets  in France  are  in a  crisis. Tradi-
tional gains linked to tenure in a company are on 
the  decrease.  Social  partners  tend  to  protect 
mainly  the  insiders  in  internal  labour  markets, 
including those with weak qualifications and thus 
deteriorate  the  employment prospects  of young 
people. The State is  mainly engaged with inser-
tion programmes. 
19  In a market balance, the price of every production factor 
(e.g.labour, physical capital) is equal to its marginal value 
product and  equal to  its  opportunity  costs. If the  factor 
price exceeds opportunity costs, a surplus income accrues 
which is called an  'economic rent'. This rent is  an incen-
tive for the owner of the production factor to look for new 
profitable  use.  Reasons  for  the  emergence of a rent for 
capital owners may be shortages of resources or the intro-
duction of technical progress, a monopoly, but also State 
intervention  (protection,  subventions,  minimum  prices). 
Similar  is  true  for  workers  as  owners  of  the  factor 
'labour'. 
2°  For a detailed discussion on the design and steering of the 
training systems in these countries see also Koch & Reul-
ing (1998) and Tessaring (1998b, Part one); see also Part 
1, Chapter 1 of this report. 
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In  France,  internal  labour  markets  are 
increasingly opening up for those with higher 
qualifications.  External  mobility  and  more 
general  continuing training  result in higher 
gains and even more favourable careers than 
internal mobility and specific further training 
(Beret, 1992; Balsane, Hanchane & Werquin, 
1996). As a result, earnings related to tenure 
are dropping in favour of  externally recruited 
experienced workers or of young people with 
higher qualifications. 
The destabilisation of internal labour markets in 
France and the  decreasing importance of tenure 
and specific skills could not be ruled out by the 
introduction  of new  training  routes  (e.g.:  bac-
calaureat professionnel, BTS, DUT)  which were 
seen as  one step towards an occupational labour 
market.  Critics  argue  that  institutions  and  the 
State were not able, up to now, to transform inter-
nal labour markets into occupational labour mar-
kets  (Verdier,  1996; Hanchane &  Joutard,  1998; 
Mabus & Verdier, 1999). 
The reorientation of training policy in the early 
1980s  led  to  an  expansion of school-based  and 
higher education routes. However, a multiplicity 
of  qualifications  for  the  same  training  route 
exposes leavers to competition with similar occu-
pational qualifications at a higher level. This may 
lead to a depreciation of lower technical training 
courses. Lower levels in tum may become residu-
als and higher levels may tend to be structured by 
new  hierarchies,  with  different  combinations  of 
general and vocational training. 
Germany 
The occupational labour market in Germany - rep-
resented by its most important training form, the 
dual system of initial training21 -is characterised 
by  qualifications  oriented  towards  occupational 
fields, i.e. clusters of similar occupational tasks. 
21  Although  the  majority  of young  people  in  Germany  is 
trained in  the  'dual system'  - a combination of in-com-
pany  apprenticeship  training  and  part  time  vocational 
schools (Berufsschulen)  - we should not forget that there 
are also other initial training courses at this level. Leaving 
aside higher education, more than one fourth of all young 
people are trained in vocational full-time schools (in par-
ticular in Berufsfachschulen). Some of them offer a com-
plete occupational qualification, others a double qualifica-
tion  or are  an  intermediate  stage  on the  way  to  higher 
training levels. ----------------------------------------------~~rn~u~rn~~doa~a~n~~~~ma~u 
Training according to the 'occupational prin-
ciple' (Berufsprinzip, see Box 3.6) ensures a 
high degree of homogeneity of skilled work-
ers within an occupational field, and a poly-
valence of these qualifications across a range 
of similar  occupations.  Moreover,  training 
reforms,  which  started  in  the  mid-1980s 
aimed  not  only  to  decrease  the  number  of 
training  occupations  in  favour  of broader 
occupational fields but also to impart occupa-
tional key  competences in order to  prepare, 
perform and control better one's work. These 
competences  are  highly  validated  when 
entering the labour market. 
Box 3.6: The German Berufsprinzip 
The  German  notion  of Beruf (occupation)  entails a 
complex  multidimensional  set.  It  is  seen  as  an 
instrument not only to  earn  one's  living  but also  to 
construct  personal  identity  and  identification  with 
work.  Beruf comprises 
•  a bundle  of qualifications with  typical  charac-
teristics  of  knowledge  and  social  competence  to 
perform an occupation; 
•  occupational tasks  assigned  to  these  sets  of 
qualifications which are shaped by a combination of 
working materials, objects and  work environment; 
•  a  hierarchical  space  for action  which  results 
from  a  linkage  of individual  qualifications  with  the 
functional design of work tasks (in a job). 
A Berufsbild (occupational image) on which occupa-
tional training contents are based thus is determined 
by a series of traits as illustrated in Figure 3.2. Beruf 
is  not  only  an  individual  characteristic  but  also  a 
criterion to structure an enterprise's division of tasks 
and,  moreover,  a  principle  of  the  structuring  of 
society. 
Source: StaaB,  1984. 
Occupational qualifications  signal a high degree 
of efficiency and performance. Thus, vocational-
ism  according  to  the  Berufsprinzip  and  the 
deduced  Berufsbild  is  a  means  of  organising 
occupational  labour  markets  based  on  highly 
transferable skills (Figure 3 .2). 
The  occupational  principle  still  ranks  high  for 
young adults in Germany. Schaeper et al. (2000), 
based on longitudinal data for the period 1989/90 
to  1998, show  that despite  several  occupational 
moves by individual skilled workers, paid work 
and  occupational  identity  have  not  lost  impor-
tance. Interrupted work careers cannot not per se 
be equated with instability or precarity (see Box 
5.6 in Part 5 of this report). 
Critics  question  the  future-orientation  of  the 
Berufsprinzip  and  of  occupational  images.  In 
times  where  requirements  are  changing  rapidly 
and qualifications, once achieved, tend to become 
obsolete  if  not  updated,  where  people  cannot 
expect to keep their occupation and job during the 
whole working life, the Berufsprinzip has become 
anachronistic in their view. Moreover, flexibility 
of workers and ongoing restructuring of the work 
organisation  will  put  the  Beruf more  and  more 
under pressure. 
Parallel to  this discussion - but also as  a conse-
quence  - there  are  fears  that  the  dual  system 
which provides the majority of young talents for 
occupational labour markets  will lose  its  attrac-
tiveness, e.g.  in  terms  of labour market success 
and career (Tessaring, 1993; for additional litera-
ture see Hanchane & Mehaut, 2000, and Lasonen 
& Manning, 2000). 
These problems were also some of the reasons for 
substantial  reforms  of the  dual  system  in  Ger-
many  throughout  the  past  recent  years  (for  an 
overview see: Raddatz, 1995; BIBB, 2000). 
United Kingdom 
Traditionally,  in  the  United  Kingdom  qualifica-
tions have been acquired by apprenticeship train-
ing thus surmounting the dependence on one single 
enterprise  (Marsden  &  Ryan,  1990;  Lefresne, 
1998; Moncel, 1998). Thus, for example, external 
recruitment of workers in manufacturing exceeded 
those  in  internal  labour  markets  considerably. 
Moreover, apprenticeship training imparted a col-
lective occupational identity. 
Reforms of the training and qualification system 
starting in the  1980s and introduced short modu-
lar courses  which gradually replaced the former 
qualifications acquired by apprenticeship training. 
However,  these  reforms  were  accompanied  by 
fears  that  enterprises  would  follow  a  'low skill 
equilibrium'  when  recruiting  workers  (Finegold 
&  Soskice,  1988;  Soskice,  1991).  Short-term 
profitability  orientation  of firms  favoured  short 
training  courses  for  young  people  who  were 
recruited for  low  skilled jobs. Those enterprises 
that provide high quality training run the risk of 
poaching by others. This was also seen as a result 
of the  decline  of apprenticeship  training, of the 
weakening of the influence of trade unions and of 
lacking coherence of employers associations. 
National  qualification  standards  (NVQ,  GNVQ) 
introduced in 1986 and 1990-91  respectively are 
under reform currently aiming at a complete mod-
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ularisation  and  unitisation.22  The  Qualifications 
and  Curriculum Authority  (QCA,  1999)  has  set 
out  following  targets,  among  others,  for  the 
period 1999-2002: 
•  'develop the  national curriculum as  part of a 
broad  and  balanced  curriculum for  three- to 
19-year-olds~ 
•  create  a  clear,  coherent  and  well  regulated 
framework of national qualifications; 
•  support the  development of national occupa-
tional  standards  as  the  basis  for  high quality 
vocational qualifications; 
•  secure a rigorous, consistent and fair system of 
assessment.' 
22  For more information on the current state of reforms see 
The  Qualification  and  Curriculum  Authority  (QCA), 
www.qca.org.uk. 
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However, acceptance of these qualifications 
by enterprises remains to be seen and discus-
sions  are  going  on  whether  these  national 
qualifications  are  able  to  acquire  the  full 
range of occupational skills  required  at the 
intermediate level. 
This chapter discussed briefly some societal mod-
els of  the wage-labour nexus in three countries (for 
more  details  see  Hanchane  &  Mehaut,  2000). 
There was not enough space to include northern or 
southern European countries;  several aspects are 
covered by projects carried out in the framework of 
Leonardo  da  Vinci  1, for  example  the  VTMLT 
project (VTMLT, 1998) and the CATEWE project 
'A  Comparative Analysis of  Transitions From Edu-
cation To Work in Europe' .23 
23  For  more  information  and  for  publications  see: 
http://www  .mzes .unimannheim.de/projekte/  catewe/ 
Homepage.html. 
See also Part 5, Chapter 2 of this report and the contribu-
tions  of Hannan  et al.  (2000)  and  Hannan  &  Werquin 
(2000) to the background report. 
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2.5. Conclusions 
The  discussion  on  internal  and  occupational 
labour  markets  indicated  that  the  choice  of a 
societal  model  and  the  resulting  wage-labour 
nexus is rather different across European coun-
tries.  Research  models  based  on  neoclassical 
and human capital theory  are disputed as  well 
as those based on dual labour market and seg--
mentation  theories. All  these  models  are  only 
partly able  to  explain the  wage-labour and, in 
consequence, the skill-labour nexus, i.e. the role 
of  different  actors  (individuals,  employers, 
social  partners,  training  institutions,  State)  in 
linking the labour market and training system. 
Decisions of the two main agents- individuals, 
employers - on external labour markets can be 
explained best by neoclassical and human capi-
tal theories, in terms of investments in (general) 
education  and  training  or in terms  of recruit-
ment and preferences. The regulation of internal 
labour  markets  as  well  as  of  occupational 
labour  markets  is  the  domain  of sociological 
and institutional/organisational approaches. 
Until now,  empirical evidence of the interplay 
between  all  types of labour markets  and  their 
links to education, training and skills have been 
rather scarce. Longitudinal analyses for internal 
and  external  labour  markets  combining  both 
individuals and employers/firms are in the eve 
(  cf. Bellmann, 2000; see also Chapter 6 below 
and Part 5 of this report). Those analyses should 
include  institutional  characteristics  and  the 
influence of other actors on the modalities of in-
company training and deployment. 
They should also be able to answer the question 
posed by segmentation theory whether, and by 
which means, disadvantages in education/train-
ing and early work career can be compensated 
in later working life, e.g. by continuing training 
or targeted programmes. 
Societal  models  and  approaches  have,  up  to 
now,  been  too  much  focused  on  the  links 
between  training,  occupational  relations  and 
personnel management. Most of them are con-
tent with a description of structural characteris-
tics, assuming a stable world.  'Shocks' like the 
opening  of Europe,  globalisation,  educational 
expansion,  changing  work  organisations,  etc., 
should encourage dynamisation of those models 
- thus changing the view from a mere descrip-
tion  of societal  spaces  to  an  analysis  of the 
modalities of transformation (or perseverance). 
Furthermore, the relationships between training, 
mobility and wages/career are varying: they dif-
fer by type of  labour market, by time and by coun-
try.  So do policies concerning the competitive-
ness of firms, internal and external flexibility, the 
battle against social exclusion (Steedman, 1999; 
see  also:  Vranken, 2000; Brandsma, 2000;  and 
Part 5, Chapter 3 of this report) and new combi-
nations between training and work (Delcourt & 
Mehaut, 1995; Part 2, Chapter 1 of  this report). 
Comparative studies based on interdisciplinary 
approaches  and  using  both  quantitative  and 
qualitative  information  - in  particular  at  the 
enterprise  level  - are  research  topics  which 
need to be intensified substantially. 
3. Role of small and medium sized 
enterprises in training 
and employment24 
This chapter illustrates the main features of  SME 
research in Europe, in particular the training and 
employment behaviour of  SMEs. Today, SMEs are 
regarded as  the  main  source of a  dynamic  eco-
nomic  development,  innovation  and creation  of 
employment. 
Although research on SMEs has a long history in 
some countries,  it was  in  the  1980s that econo-
mists  and  sociologists  rediscovered  SMEs.  The 
decline of  mass production, decentralisation, ter-
tiarisation of  the economies and persistent unem-
ployment put to  the fore  the flexibility  of small 
structures  in  order  to  improve  innovation  and 
competitiveness. However,  the  specificity and,  at 
the same time diversity, of  SMEs - even more in a 
European  context  - impedes  a  typology  and 
coherent  consideration  of the  role  of SMEs  in 
training and employment creation. 
3.1. Relevance of SMEs for European 
employment 
Small and medium sized enterprises (SMEs) rep-
resent by  far  the  majority  (1996:  99.8%)  of all 
enterprises in Europe. Including agriculture, two 
24 This  section  is  based on  the  paper of P.  Trouve  et al., 
2000.  'The employment and training practices of SMEs. 
Examination of  research in five EU Member States'. Con-
tribution to:  Descy &  Tessaring, eds. Training in Europe. 
Second report on vocational training research in  Europe 
2000:  background report.  Luxembourg:  EUR-OP, Vol.  2 
(published 2001). 
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out of three workers  in the European Union are 
employed by SMEs (for a categorisation see Box 
3 .7).  Even  without  agriculture  and  household 
services, SMEs' employment share exceeds 50% 
of total employment (Table 3 .6). 
However,  there  are  significant  differences 
between  European  countries.  In  all  southern 
European countries and in Luxembourg, Belgium 
and Denmark the  share of employment in SMEs 
is  above  European  average.  The  lowest  SME 
share  (< 60%)  is  found  in  Ireland,  Finland, 
Germany,  Sweden, the  UK and  the  Netherlands 
(Figure 3 .3). 
Box 3.7: Classification of enterprise size 
According  to  Eurostat's  classification  of firm  size 
within  its  enterprise  statistics,  the  following  size 
groups of enterprises are distinguished(a>: 
-~~b~~-, '  •' 
'  ,, '  ~  ';;- !  .' 
1.  self employed without 
employees 
2.  micro-enterprises; very small 
enterprises (VSE) 
3.  small enterprises (SE) 
4.  medium enterprises (ME) 
1-4  small and medium sized 
enterprises (SME) 
5.  large enterprises (LE) 
Q(c) 
1  - 9(c) 
10-49 
50-249 
0-249 
250 + 
a)  Up  to  1992  the  enterprise  size  classes  were  broken 
down  further  (0,  1-9,  10-19,  20-49,  50-99,  100-199, 
200-249, 250-499, 500+). 
(b)  Some Eurostat statistics (e.g.  CVTS) differentiate fur-
ther:  1-9,  10-49,  50-99,  100-249,  250-499,  500-999, 
1000+. 
(c)  Sometimes enterprises without employees and enter-
prises with  1-9 employees are summarised to 'VSE'. 
Source: European Commission,  1998c. 
Additional  criteria  used  by  Eurostat  are:  annual 
turnover;  annual  balance-sheet total;  no  more than 
25% of the capital of the enterprise should be  con-
trolled  by  one  or more  other enterprise.  However, 
available  national  statistics  cannot  provide  all  this 
information.  Thus,  the  employment  criterion  is  the 
main one. Given these difficulties it is not possible to 
provide  homogeneous  and  comparable  statistical 
data for all  EU  countries (ENSR,  1997). 
NB: Several EU  Member States (as well as non-EU 
countries)  use  different size  classes  in  their statis-
tics.  Note also that the  OECD applies the following 
size classes (employed, incl. owner): 1,  1-19,20-99, 
1  00-499' 500+. 
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0-9 
10-49 
50-249 
0-249 (SMEs) 
250+ 
Total 
f·•::L---~~:tt~t,:I-·_.\J·-~'_:_"-·  _;:~,,;(· 
93.0 
5.9 
0.9 
99.8 
0.2 
100.0 
27.5 
15.3 
11.1 
53.9 
46.1 
100.0 
(a)  Without  agriculture  (note:  agriculture  accounts  for  5.4% 
of the total  European labour force). 
Sources: enterprises: Trouve  et a/.,  (2000),  based  on  ENSR 
(1997,  p.  326,  without  agriculture  and  non-market  sectors); 
employment:  European  Commission  (1998b,  figure  117), 
based  on  'Enterprises  in  Europe'  and  on  the  Community 
Labour Force Survey; without agriculture and household serv-
ices, incl. energy for details cf.  European Commission (1998b, 
p.  82). 
Table 3.7 illustrates the weight of SMEs in differ-
ent  sectors  in  the  European  Union. The highest 
share of SMEs is  found in construction, catering 
(hotels,  restaurants),  personal  services,  distribu-
tion and business services. SMEs in these sectors 
employ  almost  one  third  of the  total  European 
labour force.25 
3.2. Development of SME research in 
selected European countries 
This  chapter  presents  a  brief  overview  of the 
development  of SME  research  in  the  past  2-3 
decades.  Some examples  given for France, Ger-
many, Spain, Italy and the United Kingdom from 
the immeasurable European research literature on 
SMEs illustrate the specific role of SMEs in these 
countries  and  the  'change  of  paradigm'  that 
occurred  in  the  past  decade.  In  the  subsequent 
chapters, current research topics will be presented 
in more details. 
3.2 .1. SME research in France 
In France, whose share of SMEs in employment 
is close to the EU average (see Figure 3.3), public 
policy  for  a  long  time  experienced  aversion  to 
25  Excluding agriculture  and household services. For addi-
tional  empirical information and methodological aspects 
on SMEs see: European Commission (1998b), pp. 81  ff.; 
European Commission (1998c); OECD (2000a). The  role of  SMEs in training and employment 
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(a)  Number of employees; without agriculture, household services and public administration. 
NB:  Data are not fully comparable with tables 3.6 and 3.7 because of different years and definition of data. 
Source: Trouve eta/., 2000; countries ranked by share of total employment in  SMEs (0-249 employees). 
SMEs. 'Public institutions perceived SMEs as an 
archaic  sector populated by wild and unscrupu-
lous  capitalists  disrespecting  social  and  fiscal 
obligations'  (Saglio,  1995, p.  22). The negative 
image of SMEs concerned their rudimentary divi-
sion of work, simple functioning and reactionary 
policies. By the  same token, SMEs  were  suspi-
cious  of the  State  and  implied that large  enter-
prises  colluded  with  the  State - sometimes  not 
without reason. 
After a long period of indifference, by the end of 
1980s,  SMEs  increasingly  became  models  of 
social experimentation and alternatives to  indus-
trial  concentration.  The  starting  point  of  their 
rehabilitation  was  the  crisis  of mass  production 
and the restructuring of large enterprises as  well 
as the rise in unemployment and the tertiarisation 
of economies. Up to today, however, the call for 
modernisation of SMEs  is  oriented towards  the 
model of large enterprises. Research, too, could 
not exonerate from this image. 
Starting in the  mid-1980s  with the  development 
of technological innovations as an instrument for 
modernisation of SMEs and improving their com-
petitiveness  - still  taking  large  enterprises  and 
mass  production  as  the  point  of  reference  -
research was gradually shifting towards manage-
ment, training and organisational issues. Empiri-
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Size of 
enterprise 
F  tl.e  CD~  t: 
1  .. 
0-9 
10-49 
50-249 
14.0  46.2  48.6 
16.4  27.8  20.0 
19.4  13.6  9.4 
55.3  22.5 
21.8  14.1 
8.5  10.0 
0-249  52.8  87.6  78.0  85.6  46.6 
250+  47.2  12.4  22.0  14.4  53.4 
Total  100.0  100.0  100.0  100.0  100.0 
(a) Without agriculture and  household services. 
Source: European Commission, 1998b, Figure 117. 
cal  data  reveal  that  the  main  determinants  of 
training  provision  are  enterprise  size  - small 
enterprises train much less than medium or large 
ones - and the age of the entrepreneur/manage-
ment which is above average in very small sized 
enterprises (VSE; cf. Bucaille & Costa de Beau-
regard, 1989; Debrinay, 1990). 
Research  on  the  contribution  of SMEs  to 
employment is relatively new in France, com-
pared with the UK, Germany or Italy. Despite 
numerous studies on the role of SMEs in the 
transformation  of production  systems, their 
impact on the volume, structure and content of 
employment  is  ~till  in  its  prime  (Coral  & 
Trouve, 1999). The same is true for vocational 
training and the construction of competences 
(see Part 2, Chapter 2 of this report). 
In summary, one can identify a marked indiffer-
ence of the French scientific community on SME 
issues.  Some researchers  even doubt that SMEs 
are an autonomous object of research (Grasser et 
al.,  1999). And there  is  a  clear divide  between 
economic  and  sociological  research  on the  one 
hand, and management research on the other (for 
an overview cf. Trouve et al., 2000). 
Statistical data and surveys on SMEs do exist, but 
have  limitations26;  similar  restrictions  apply  to 
surveys  conducted by INSEE (www.insee.fr)  or 
for Dares27 programmes. 
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71.9 
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38.4  0.0  3.6 
17.6  0.0  2.9 
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37.3  85.5  53.9 
62.7  14.5  46.1 
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3.2.2. SME research in the United Kingdom 
In the  1980s  up to  the  early  1990s  four  major 
questions  were  treated by SME research  in  the 
UK (Atkinson & Storey, 1994): 
(a)  quantification of employment creation; 
(b)  quality of employment; 
(c)  self-employment (see also Chapter 4.3 in this 
part); 
(d)  interactions  between  small  enterprises  and 
the labour market. 
Research on employment creation by SMEs was 
heavily  influenced  by  the  basic  work  of Birch 
(1979) for the US. He showed that, in the 1970s, 
two thirds  of the  total net employment increase 
was  due  to  small  enterprises  (  <  20  employees) 
and around 80% to all SMEs < 100. A follow-up 
study  for  the  period  1992-96  even  showed  an 
increase of net job creation for all SMEs < 100 to 
nearly 85% (Birch et al., 1997). Similar research 
for  the  UK (for an  overview  see Trouve et al., 
2000) seemed to confirm this: between 1987 and 
1989, 500 000 jobs were  created in  very  small 
enterprises (  < 10 employees), mostly in the serv-
26 For example, statistics of the Ministry of Industry contain 
data only for enterprises with more than 20 employees. 
27  Direction de  l'Animation de  la Recherche, des  Etudes et 
des Statistiques, Ministry for Employment and Solidarity 
(www.travail.gouv.fr). ice sector; this was half the total net employment 
increase in the UK. 
However,  there  were  severe  critics  of Birch's 
approach, which, in their view, overestimated the 
contribution  of SMEs  to  employment  creation, 
mainly  due  to  insufficient data.  Johnson  (1989, 
1991)  and  others  found  that  'the  increase  in 
importance  of  small  establishments  may  [  ...  ] 
reflect the decline in large firms, rather than the 
growth of small firms' (Atkinson & Storey, 1994, 
p.  6). 
These criticisms led to the idea of considering not 
only  employment creation but also  closures  and 
job losses  in  new  SMEs  and  emphasising  more 
the sustainable character, or otherwise, of SMEs' 
job  creation.  Research  found  that  employment 
performance depends on a very  small number of 
'fast growers' or 'high flying' SMEs which influ-
ence  overall  SME  figures.  For  example,  Gal-
lagher & Miller (1991) found that 18% of SMEs 
in  their  sample  contributed  to  92%  of the  total 
employment creation by SMEs. 
These  results  passed  into  SME  policies  in  the 
Thatcher era. Undifferentiated policy approaches 
consisted of a reduction of financial  burden, of 
administrative constraints or of trade union pres-
sures. The aim was  to create an  'entrepreneurial 
culture' , thereby  to  increase employment and to 
reduce  unemployment.  However  there  were 
doubts as to whether these policies realised these 
goals:  in  other countries  with  opposite  policies, 
newly  created enterprises  increased to  a similar 
extent as in the UK. 
Research on the quality of  employment, e.g. con-
cerning the nature of industrial relations in SMEs, 
availability of training, wage aspects and stability 
of employment,  was  induced,  at  that  time,  by 
public policy aiming to 'protect' SMEs from trade 
union influence. 
Research undertaken in the 1980s and early 1990s 
cast doubts on the  'idyllic vision of employment 
quality'  in  SMEs.  Scott et al.,  1989, found  that 
workers in small enterprises have less favourable 
working  conditions  in  comparison  with  large 
enterprises, in terms of work satisfaction, wages 
and revenues, work security and stability, protec-
tion by trade unions, access to training and work-
ing  time.  Other researchers, however, could not 
confirm all of these aspects  with their data (e.g. 
North et al., 1994). Here again, a deterioration of 
the  quality  of work  was  observed  only  for  a 
minority of SMEs. 
The role of  SMEs in training and employment 
Research at the end of the 1980s shifted from 
employment issues to the interactions between 
small enterprises and the labour market. Ques-
tions concerned the procurement of workers, 
the development of managerial competences, 
the overcoming of labour market constraints 
and how all these influence the performance of 
a small firm. 
Atkinson  & Meager (1994)  observed a disconti-
nuity of SMEs' relations with the external labour 
market. SMEs may face  difficulties in recruiting 
qualified  workers,  in  particular  when  they 
increase their size. In this  case they are  exposed 
to competition and have to organise their internal 
labour market and increasingly to build on formal 
recruitment  procedures,  communication  and 
selection. On the other hand, small and very small 
enterprises  are  often  not  very  concerned  about 
problems  of occupational labour markets  and of 
qualifications:  they  mostly  mobilise  workers  in 
the neighbourhood or family context. As a conse-
quence, the needs of adaptation to the labour mar-
ket are higher for fast growing small firms. 
3.23. SME research in Italy 
As early as in the 1970s, regional economic devel-
opment  programmes  in  Italy  were  based  on 
research on non-traditional SME models. The main 
characteristic of this alternative approach was the 
concentration of particular SMEs  with high pro-
ductivity and performance28 in 'industrial districts' 
at the periphery of medium sized or larger cities. 
Numerous authors laid the research foundations in 
the period 1975-85 (for an overview and references 
see Trouve et al., 2000). 
This research work was, to a high degree, inspired by 
A. Marshall's notion of 'particular markets' (1919): 
economic  prosperity  cannot  only  be  achieved  by 
competition but also by cooperation and solidarity of 
SMEs. Social and political conditions are based on 
written and unwritten norms, values and rules shared 
by the members of an industrial district. 
Industrial  districts  in Italy  developed in  regions 
with a long tradition in trade  and  craftsmanship. 
Another source of development was  'productive 
decentralisation'  by  Italian  employers  in  the 
1970s  affected  by  the  crisis  of Tayloristic  work 
organisation.  Large  firms  externalised  parts  of 
their production and encouraged skilled workers 
and technicians to become independent. 
28  E.g. textile, ceramics, mechanics, leather and clothing. 
169 Part three - Training and employment in a company perspective _______  _ 
The  success  of the  industrial  district  model  is 
rooted  in  the  mobilisation  and  the  competences 
through the 'qualities of the artisan entrepreneur' 
and in the high flexibility of workers. Networks 
of firms  are  paralleled  by  social  networks  of 
workers  able  to  change  quickly  between  jobs, 
to  become  independent  and  to  employ  other 
workers. 
The  economic  regulation  of  those  systems 
depends on the functioning of local labour mar-
kets and on social and political structures in the 
region  (Trigilia,  1986,  1998).  However, training 
aspects in SMEs scarcely evolved in this context 
of territorial,  diffuse  industrialisation  and  local 
development and employment. 
According  to  Courault  &  Trouve  ( 1999)  three 
major research waves  occurred in the past three 
decades: 
(a)  theoretical  foundations  were  laid  down  in 
particular in the 1970s; 
(b)  in  the  1980s,  a  multitude  of monographs 
appeared on local aspects (for details see Trouve 
et al., 2000) and on models of 'flexible speciali-
sation' (Piore  &  Sabel,  1984)  with  international 
reference; 
(c)  from the early 1990s, research work focused 
on possible alternative evolutions of the  'district 
model'. Reasons  were  the  great macroeconomic 
transformations or questions on the internal regu-
latory capacities of the  district model  (e.g.  Var-
aldo  &  Ferrucci,  1997;  Bologna  &  Fumagalli, 
1997;  Rullani  &  Romano,  1998).  The  latter 
authors discuss the internationalisation of indus-
trial  districts  in  a  post-Fordist era, in particular 
the increasing opening of the districts, relocation 
of production  and  the  policies  of multinational 
enterprises to take control of SMEs. 
Other recent research discusses further the role of 
artisanal  and  entrepreneurial dynamics  (Bologna 
& Fumagalli, 1997), but also training issues relat-
ing to SMEs- a field still underdeveloped in Ital-
ian  research  which  focuses  much  more  on  pro-
ductive  socialisation  and  mobility.  Capecchi 
(1995)  discusses  the  relationships  of  training, 
entrepreneurial dynamics and local development. 
He demystifies in particular the widespread belief 
of  a  non-correspondence  between  vocational 
training and the needs of SMEs: in most regions, 
VET leavers  have  been absorbed without major 
problems and, moreover, have proven their capac-
ity  to  become  an  entrepreneur.  Capecchi under-
pins the positive effects of flexible specialisation 
on entrepreneurial training. 
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Due to the success of the 'district or territorial 
model' discussions continue on whether, and 
under which conditions, this model could be 
transferred to other countries (for a compila-
tion see Benko et al., 1998). In this respect, 
there are sceptics as well as supporters. Within 
the European employment strategy territorial 
pacts  have  received  special  attention.  They 
emphasise the embeddedness in a local and 
social community as well as the opening of  the 
district model for new forms of organisation, 
for inter-firm relations and for networks and 
internationalisation (Ganne, 1999; Rullani & 
Romano, 1998). 
3.2.4. SME research in Germany 
The role of SMEs and corresponding research in 
Germany  has  its  roots  in  the  'social  order' 
(Sozialordnung)  which  explains  the  historical 
importance of the  'Mittelstand'  (roughly:  middle 
stratumf9• Historically, coming from the medieval 
estates (Stiinde) and the emerging bourgeoisie, the 
Mittelstand was seen as  a pillar of macropolitical 
regulation, which  functions  besides  or below  the 
market forces.  The importance of the Mittelstand 
became decisive in the 1930s-40s (Scheuch, 1976) 
and continued after World War II-also visible in the 
creation of  numerous research institutes in this field. 
Marbach  (1942),  in  view  of the  predictions  by 
Marx  and  Schumpeter  on  the  disappearance  of 
small structures and the emergence of large enter-
prises and monopolies, suggested a social devel-
opment  and  balance  assured  by  intermediate 
strata (Mittellagen). Scheuch (1976) predicted the 
decrease of uniformity of tastes  and thus  a new 
parallel evolution of mass demand combined with 
differentiation.  Despite  these  thoughts,  large 
enterprises  dominated  in  German  economic  and 
sociological  research  (except  research  in  the 
handicraft  sector)  until  the  1980s.  SMEs  were 
often seen as residuals and backwarded. 
Beginning in the mid-1980s, efforts to overcome 
the  economic  and  labour  market  crisis  and  to 
meet  the  challenges  of structural  change  trans-
formed SMEs to  'carriers of hope' and of struc-
tural change (BUchter, 1998). The 'new prosperity 
29  In German economy and policy the self-employed (except 
owners of  large enterprises) are denoted as Mittelstand; they 
are the target groups of the Mittelstandspolitik. Sociology is 
more precise and distinguishes since long between the 'old 
Mittelstand' of  entrepreneurs, artisans, merchants and farm-
ers, and the 'new Mittelstand' of  well earning self-employed, 
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of SMEs' was explained by their role of 'market 
specialists' and  'market localists' (Leicht,  1995) 
able to capture markets difficult to access by (or 
not of interest to) large firms. 
The reemergence of small-scale manufacturing, of 
new services, the end of  Tayloristic labour division 
and the proximity of  SMEs to the market reinforced 
the  hope  that  SMEs become  main job creators, 
develop a strong qualification demand and foster 
continuing training. Equally, there were hopes to 
contribute to  the regeneration of weak structural 
regions and even to develop new concepts of  human 
capital investments  (Biichter,  1998).  SMEs were 
seen as  an  'alternative social world' (Kotthoff & 
Reindl, 1990) as compared with large enterprises. 
However, within the following years these hopes 
gave way to more realistic concepts relating to the 
factual  contribution  of  SMEs  to  modem 
economies. The success of SMEs depends above 
all  on the personality of the proprietor/manager 
and his/her strategic orientation, i.e. on their entre-
preneurial mentality. Are these focused on innova-
tion of  products or on increased productivity? Does 
he/she preserve the proximity to the customer and 
autonomy or  prefer subcontracts? Does he/she con-
centrate on niche markets or on mass markets (Kot-
thoff,  1993)? Although empirical work reveals a 
potential of SMEs in realising technological and 
organisational innovations, many of them struggle 
to respond to these new needs of modernisation 
(Manz,  1993).  Pre-industrial  structures  (patriar-
chate, authoritarianism) are still dominant in SMEs 
and may neutralise their competitive advantages. 
Research  increasingly  recognised  the  multitude 
and  complexity  of  SME  strategies  ranging 
between Taylorised jobs and new forms of group 
working which correspond to  the requalification 
thesis of Kern &  Schumann (1984). Many SMEs 
have not (yet) established sufficient conditions for 
social, organisational  and  technological  innova-
tions, in particular the use of ICTs. 
This disillusion or 'new realism' is found in a 
series of research works in the 1990s. By no 
means do all SMEs offer alternatives to mass 
production (which in turn becomes increas-
ingly flexible  due  to new technologies).  In 
industry, SMEs are becoming more and more 
dependent on large enterprises and on sales 
centres. In some segments (e.g. textile"cloth-
ing) they are exposed to strong competition 
from  low  wage  countries  (e.g.  in  eastern 
Europe and Asia). 
However, these deficiencies of SMEs differ 
significantly from sector to sector (Kotthoff, 
1993). Moreover, Leicht (1995)  shows  that 
the  success  of  SMEs  varies  considerably 
even  within the same sectoral environment 
depending on whether they have occupied a 
market or are  exposed  to  competition with 
larger enterprises. 
Of essential importance is  the regional environ-
ment:  SMEs  located  in  more  industrialised 
regions  show  the  highest  survival  rates  (see 
Fieten, 1995; and Koch &  Strutynski, 1996, for 
automotive  subcontractors).  These  SMEs  also 
have  the  advantage  of  building  on  local  and 
regional technological advisers (Modrow-Thiel et 
al., 1993; Hilbert &  Sperling, 1995). 
On the other hand, new types of micro and small 
enterprises are emerging which provide informa-
tion-intensive services by using network ICT tech-
nologies.  Most  of these  firms  operate  as  small 
offices or home offices (SOHO). Their activities 
range from translation services, preparation of  con-
struction plans, computer advice and programming 
or text recording services (Reichwald et al., 1999). 
Figure 3.4 illustrates the demarcation of  SOHOs to 
small firms or to home-based businesses. 
After German unification, SME research increas-
ingly focused on the transformation process of the 
new Lander. The dissolution of the industrial col-
lective combines of the former GDR has led to 
the creation of a multitude of SMEs. Whereas in 
the GDR 90% of the labour force worked in 270 
combines, in 1995 there were 460,000 SMEs with 
3.1  million employees (Semlinger, 1995). 
iiJ:t~re 1.•~ memat"eation of ~~~~~~xa> to small 
anllame  .. t'J'asel tiusitlesses lexam~les} 
(a) SOHOS: small offices or home offices. 
Source: Reichwald eta/., 1999, p.  463. 
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There were two parallel processes in the new Lan-
der:  first,  privatisation and  the  fragmentation  of 
former large conglomerates; second, massive pub-
lic  support  of enterprise  start-ups.  As  far  as  is 
known today,  the  first  programme  shows  higher 
rates of survival and job creation than the latter. On 
the other hand, however, research work shows that 
closures are no more frequent in East than in West 
Germany  (Hinz  &  Wilsdorf,  1998;  Brixy  & 
Kohaut, 1998). What is relevant, and counts more 
for tailor-made support programmes, are  sectoral 
effects  and  regional  differences  (Baunach  & 
Schmude, 1998)-and the level of qualification and 
professional experience of the owners/managers. 
3.2.5. SME research in Spain 
Spain belongs to  those European countries  with 
the highest density of SMEs  (las Pymes):  SMEs 
employ almost 80%  of the total non-agricultural 
workforce  (see  Figure  3.3  above  and  European 
Commission, 1998b). Compared to their quantita-
tive  importance,  however,  the  research  body 
devoted to  SMEs is  relatively small, in compari-
son  with  the  other  countries  referred  to  in  this 
chapter.  In  particular,  research  on  employment 
creation  and  training  in  SMEs  is  not  yet  very 
advanced. Available research shows several char-
acteristics. 
•  A large research body exists on the economic 
role  of SMEs, on aspects  of the integration into 
the  European  Community  and  on  globalisation 
issues (e.g. Perez Gonzalez, 1997). However, this 
research deals almost exclusively with the micro-
economic performance of SMEs and with the dis-
cussion of strategic issues (e.g. Camison Zornoza, 
1996a,  b;  Fernandez  et  al.,  1996;  Montoya 
Sanchez, 1997). It is doubted whether the positive 
results  obtained  at  the  micro  level  in  terms  of 
cost-efficiency, degree of utilisation, etc. are also 
true  for  the  competitive  position  at  the  national 
level (e.g. Camison Zornoza, 1996b). 
•  Several  empirical  studies  seem  to  confirm 
considerable variations of firms' competitiveness; 
these variations are larger within one sector than 
between sectors (Fernandez, 1993). It is seen as a 
substantial  progress  that  the  strategic  behaviour 
of SMEs and human resource development issues 
have  been  included  in  major  statistical  surveys 
(Impi, 1995; see  also the ESEE30 annual surveys 
since 1990). 
30  Encuesta  Sabre  Estrategfas  Empresariales  (Survey  on 
entrepreneurial strategies); more info: www.esade.es. 
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•  Another research field  is  the  contribution of 
SMEs to  employment. Most of the  studies, how-
ever,  deal  with  the  nature  of employment  (e.g. 
work contracts), reflecting the strong Spanish dis-
cussion on flexibility  and precariousness of jobs 
and  with  the  characteristics  of workers  (tenure, 
level of qualification). 
•  Some  recent  work  has  been  carried  out  on 
human resource management issues and on train-
ing as  important factors of SME competitiveness 
(Aragon  &  Sanz,  1997;  Ferrer  Ortega,  1999). 
These studies face  some problems in developing 
approaches  different  from  analytical  models  of 
large  enterprises.  In  this  context,  a  number  of 
interesting regional studies (e.g. Garcia Ordonez, 
1997, for  Andalousia)  deserves  to  be  compared 
with  regional  approaches  done  in  Anglo-Saxon 
and Scandinavian countries. 
•  Finally,  there  are  numerous  'administrative' 
studies on national and regional SME policies (in 
particular  by  Autonomous  Communities;  e.g. 
Impi, 1995; Ice, 1998) and dossiers on the dispo-
sitions,  financial  instruments  and  advisory  sup-
port of SMEs. 
In general, however, it is correct to say that there 
is  a shortage of basic  scientific studies in  Spain 
on  SMEs,  and  notably  on  medium  sized  enter-
prises (Trouve et al., 2000). 
3.3. Status of SMEs 
33.1. Heterogeneity and approaches 
There is no  standard definition of SMEs, neither 
scientifically  founded  nor  universally  accepted. 
The criterion 'number of employed' is insufficient 
also because size varies over time and by country. 
Moreover,  SMEs  are  heterogeneous  in  terms  of 
sectors, status, autonomy, etc. What does a small 
handicraft  enterprise  have  in  common  with  a 
medium sized industrial company; a small family 
restaurant  with  a  franchising  firm;  a  medium 
sized industrial company (with say  200  employ-
ees)  with  a  management consultancy  of say  40 
employees  which  counts  as  one  of the  biggest 
ones but is defined as a 'small enterprise'? 
In  view  of the  multiplicity  of criteria  'the 
notion that the small firm sector was a homo-
geneous  entity,  suffering  similar  problems 
and  experiencing  similar  opportunities,  is 
fundamentally  misguided'  (Atkinson  & 
Storey, 1994, p. 4). 
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SMEs are societal institutions, embedded in 
national  historical  and  social developments. 
As  discussed above, the notion of SMEs in 
Anglo-Saxon  countries  is  linked  with  the 
market and with an  entrepreneurial success-
failure  ideology.  SMEs in France and other 
countries are strongly based on a family and 
anthropological  concept  (Torres,  1997, 
1998). SMEs in Italy are related to the con-
cept of territories and  in Germany to  social 
continuity  by  forming  a  counterweight  to 
large industrial structures. This is why, up to 
now, a general theory of the SME, compara-
ble to the large enterprise, is missing. 
Trouve  et  al.,  (2000)  distinguish  several  ap-
proaches to  analyse the position of SMEs within 
economy and  society and to  reduce their hetero-
geneity (Box 3.8).31 
Box 3.8: Approaches for SME analyses 
•  Macrostatistical  approaches  deal  with  struc-
tures and  developments at the  national  or transna-
tional  level  (e.g.  Eurostat,  OECD).  They  contain 
mostly larger aggregates  which  allow for analyses 
e.g.  of  size  effects  or  sectoral  effects.  However, 
since they are 'successive pictures' only, they do not 
represent processes and dynamics. 
•  Longitudinal approaches (enterprise panels or 
demographies)  investigate  the  evolution  of individ-
ual  enterprises over time,  including set up  and  clo-
sure.  Information  may  be  provided  for quantitative 
(e.g.  employment,  training,  investments)  and  quali-
tative  processes  (e.g.  work  organisation,  human 
resource development, management strategies); cf. 
also Bellmann, 2000 and Chapter 6 in  this part. 
•  'Linear' approaches refer  to  the  position  of a 
firm  within  the  value-added  chain,  for  example, 
whether they are  located  in  a market niche  or in  a 
production  line  with  large enterprises  (e.g.  as  sub-
contractors).  This  position  is  of influence  on  man-
agement strategies concerning  production,  distribu-
tion,  personnel management etc. 
•  Territorial  approaches  deduced  from  the 
'industrial district' model in  Italy,  view SMEs as inte-
grated in  a social and  local context. Spatial proxim-
ity,  membership  in  the  local community and  in  net-
works  and  the  social  construction  are  the  most 
prominent features of SMEs. 
•  Typologies  of  the  owner-manager-entrepre-
neur refer to  their sociocultural  background,  values 
and  personality,  which  affect  their  behaviour  in 
terms  of strategies,  management and  organisation 
and thus shape the character of the SME. 
31  For more details cf. Trouve et al., (2000, Chapter 3.2); cf. 
also Courault & Trouve (1999). 
•  Ethnographical approaches study the 'real life' 
of  the  organisation  of  production  by  means  of 
accompanying  observation  or  qualitative  intensive 
studies.  They try to find  out the  difference between 
formal  and  informal,  visible  and  invisible,  implicit 
and explicit behaviour. 
•  Comparative  approaches  are  transversal  to 
those  mentioned  above,  depending  on  their objec-
tives. 
Source: Trouve eta/., 2000. 
3 3 2. Performance and development 
Changes  of  work  organisation  and  production 
process of large enterprises, and  SME  strategies 
to improve flexibility and to capture specific mar-
kets,  may  reconcile  large  size  with  small-scale 
production (Davis, Haltiwanger &  Schuh, 1996). 
Research  tries  to  understand  the  links  between 
large  and  small  enterprises,  in  particular  the 
effects  of  rationalisation  and  concentration  of 
large  firms  on  their  core  business.  Some  key-
words  of this  research  are  subcontracting,  out-
sourcing, decentralisation, externalisation, branch 
establishments  of large  companies,  cooperation 
(e.g.  franchising),  multiple  partnerships  or 
endogenous development of SMEs. 
Research  has  shown,  for  example,  that  those 
SMEs  that  keep  their  autonomy  and  market 
power are, at the same time, those with the high-
est performance in terms of employment (Trouve 
et al., 2000). However, these are rather few  ones 
and  some  authors  even  expect  a  decline  of the 
'pure' SME model. 
Research is on the way to explore the essen-
tial  question  of how  to  detect  creative  and 
highly performing SMEs and the reasons and 
conditions for their success. These questions 
cannot be answered by macrostatistics alone 
- although they border the quantitative struc-
tural  framework  - but  call  for  combined 
quantitative  and  qualitative  approaches, e.g. 
longitudinal surveys. 
Based  on  a  large  sample  of small  and  medium 
industrial  enterprises  in  France  and  Germany, 
Moati,  Pouquet  &  Leborgne  (1997)  distinguish 
several SME categories in terms of their 'produc-
tive logic': openness to  their environment; inter-
nal organisation; technological development; spe-
cialisation;  utilisation  of human  resources,  etc. 
The authors conclude (p. 166) that: 
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(a)  the sector is not predictive for the productive 
logic  of SMEs:  different  strategies  may  coexist 
within the  same sector;  the strategic choice is  a 
response to  a  specific environment. Thus, tradi-
tional SMEs and those which occupy a technolog-
ical niche may be found in the same sector; 
(b)  the patterns of  public support are different for 
'Tay  loris  tic' SMEs (support of  production) and for 
'cognitive' SMEs (support of innovations). How-
ever,  in France  and  Germany  those  SMEs  that 
profit most from public promotion are at the edge 
of evolution-e.g. concerning their work organisa-
tion  - and  have  a  low  economic  performance. 
Thus, public  support measures  should be tailor-
made and consider the type and development of 
SMEs much more than up to now. 
Analysing the changes of an enterprise over time is 
the  domain of longitudinal  studies  or enterprise 
demographies  (see  also  Chapter 6  in this  part). 
Questions treated here are start-ups (e.g. ex nihilo 
or transfer of inter-firm activity) and closures of 
firms (e.g. end of activity or change in legal status) 
and the quantitative and qualitative developments 
of the survivors (e.g. in terms of employment cre-
ation, use of technology, work organisation, etc.). 
North, Smallbone & Leigh (1994) worked on a lon-
gitudinal panel of 293 SMEs in manufacturing in 
the UK which existed in 1979; 58% survived until 
1990.  They  analysed  changes  in  the  labour 
process32 (of  the surviving SMEs in their panel) and 
the impacts on jobs in this decade. Some results: 
e  surviving firms have created a net job growth 
of 18%; however, 52% of survivors increased 
jobs and 36% reduced jobs; 
•  non-survivors are mostly smaller by size than 
surviving firms. Among the survivors, mostly 
the larger ones (>50 employed) have lost jobs; 
•  SMEs in rural areas have a better employment 
performance than in urban areas, in particular 
in large cities (in the UK); 
•  adjustments of the labour process in terms of 
numerical  and  functional  flexibility  reveal  a 
dependence on the strategies of larger firms; 
•  there was a substantial increase of part time or 
peripheral work; 
•  the  increase  of the  number of highly  skilled 
workers was relatively small; in general, com-
petence needs remained rather stable  (except 
in some technologically advanced SMEs); 
32  Status, structure, skills, qualifications of workers etc. 
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•  firms  in electronic production tend to upskill 
or reskill  their  workers  instead of deskilling 
them. 
North et al.  (1994) conclude that only marginal 
adjustments  and  changes  of the  labour  process 
have been made in the past decade. It is difficult 
to  find  SMEs  with  a  clear  strategy  of human 
resource  management:  most  adjustments  con-
cerned other aspects, such as  products, markets, 
and organisational structure (p. 253). 'From a pol-
icy point of view, it suggests that focusing on job 
creation per se may be less successful in generat-
ing employment in the longer term than focusing 
on those  firms  which  have  the  greatest growth 
potential' (p. 222). 
Size  and  sector,  although  the  most  explanatory 
variables, are not sufficient for understanding the 
complexity  and  different  behaviour  of  SMEs 
within  a  given  sector.  Management  strategies 
depend to  a  great extent also on the position of 
the  SME within  the  value-added  chain  (Porter, 
1980; Chevalier, 1997).1ts position influences the 
production, distribution and the internal organisa-
tion of an SME, in terms of technology, mobilisa-
tion of capital and human resources and inter-firm 
relationships (networks, partnerships, domination 
by larger firms, etc.). 
Increasingly,  efforts  are  being  made  to 
restructure  the value-added chain along  the 
line  of a  product.  Examples  are  links  and 
cooperation  between enterprises  in  agricul-
ture  and  food/beverage  manufacturing, 
between  manufacturing  and  transport/logis-
tics,  between  manufacture  of  textiles  and 
wearers (Lamanthe, 1998). This restructuring 
may  influence  the  traditional  sectors  and 
domains  as  well  as  territorial  clusters  and  may 
lead to a repositioning of creation and innovation, 
e.g. by creating new circuits of distribution, new 
networks  and  new  services  - but  it  may  also 
affect the traditional positions of SMEs. 
Furthermore,  existing  chains  may  experience  a 
gradual hierarchisation of subcontracting, organised 
by large firms. Another recent development - sup-
ported  by  ICTs  and  in  particular by  Internet  or 
Extranet - is  the  establishment of platforms  and 
open worldwide calls  for  subcontracting  tenders, 
mostly  launched  by  multinational  enterprises  in 
cooperation with software firms. This may increase 
the competition between SMEs of different coun-
tries and can be seen as a step to their 'globalisation'. Box 3.9: TSER project 'Small and medium enter-
prises  in  Europe  and  East  Asia:  competition, 
collaboration and lessons for policy support' 
This  two  year study evaluates the  competitiveness 
of European  SMEs  vis-a-vis  their  counterparts  in 
East Asia  (Japan,  Korea  and  Taiwan),  using  enter-
prise  benchmarking  to  identify  the  nature  of their 
technological  differences  in  selected  low,  medium 
and high technology manufacturing activities. 
The  detailed  firm-level  analysis  and  benchmarking 
allows the  identification  of 'best practice' models of 
SME technology development; it also provides data 
that can be used in statistical analysis to identify rig-
orously the extent and  causes of deviation from the 
technological frontier. 
The project creates a data bank of micro-level tech-
nological  activities  studied;  this  database  can  be 
expanded later to other activities to provide input into 
science and technology policy analysis in the EU. 
Coordinator.  M.  Fransman,  Institute for Japanese -
European  Technology  Studies,  University  of Edin-
burgh,  UK;  E-mail:  m.fransman@ed.ac.uk 
Final  Report:  M.  Fransman:  Small  and  medium 
enterprises  in  Europe  and  East Asia:  competition, 
collaboration and lessons for policy support, 2000. 
3.4. SMEs and the labour market 
3.4.1. Job creation and destruction 
The  relation  of SMEs  to  employment  and  the 
labour market is one of  the most discussed topics in 
policy and research today. What is the contribution 
of SMEs  to  employment growth? What are  the 
characteristics of SMEs with highest job creation? 
Do  SMEs provide a space for the  integration of 
young and older people in the labour market? 
The employment performance of SMEs is  influ-
enced by a number of variables (see Trouve et al., 
2000, and Chapter 4.2 in this part): 
•  the  characteristics of the firm, e.g.  size  and 
internal  organisation,  sector  and  position  in  the 
value added chain, age of the firm, status  (inde-
pendent, integrated, family business), modality of 
production,  kind  of products  (usual  or  innova-
tive), innovative capacity; 
•  the profile, social trajectory and professional 
career  of the  entrepreneur  (for  a  typology  cf. 
Ivanaj & Gehin, 1997); 
•  environment  variables  such  as  pressures  of 
supply  and  demand  on  external  labour markets, 
occupational mobility, flexibility of workers, rela-
tionship  with  the  regional  or  local  community, 
characteristics of competitors, decentralisation of 
larger  firms,  political  and  institutional  regime 
(favourable or not), support by EU programmes (in 
particular by the social funds, cf. European Com-
mission, 1998b), physical condition of the region. 
Figure  3  .5  illustrates  the  main  variables  of 
employment behaviour. 
There is a close relationship between the creation, 
growth and closure of enterprises on the one hand 
and the creation, growth and destruction of  jobs on 
the other. However, this relationship varies across 
countries.  In  Spain,  for  example,  in  the  period 
1991-95, 38,5% of (gross) job growth was attrib-
uted to SMEs (  < 200 employees) and 13% to larger 
enterprises(~ 200). On the other hand, 23% of  jobs 
were  lost  in  SMEs  compared  to  16%  in  larger 
firms. In recent years, gross job creation by new 
firms increased significantly (Ruano, 1997). 
In  other  countries, however,  an  increase  of the 
number of SMEs did not necessarily increase the 
number of jobs. In the UK and in Germany, this 
was only the case for very small enterprises. 
Equally,  the  OECD  (2000a)  reports  that  only  a 
subset of high-growth small firms  are important 
for employment growth (in France, Italy and the 
Netherlands).  'These fast growers are  dominated 
by  young entrants who  are  also exceptional per-
formers  with  regard  to  innovation  and job cre-
ation. [  ...  ] High-growth firms will be found most 
frequently in knowledge-intensive service sectors 
and  in  regions  characterised  by  intensive  eco-
nomic activity and clustering' (p. 11). 
Some enterprises create many new jobs whereas 
others  destroy  many,  too.  Creation  and  destruc-
tion of jobs may even occur at the same time in a 
company,  as,  for  example,  the  regular  surveys 
DMMO/EMM033  of  the  French  Ministry  for 
Employment illustrate. 
This is  why it is  essential to distinguish between 
gross and net job growth, as  illustrated in Figure 
3.6.34 A positive or negative net job change is the 
balance between gross job gains and losses in one 
(or a group) of enterprises. 
One of the founders of empirical research on the 
contribution of SMEs to employment was  Birch 
(1979; Birch et al., 1997). 
33  Declarations Mensuelles des Mouvements de Main-d'oeu-
vre;  Enquetes Mensuelles  sur les  Mouvements  de  Main-
d'oeuvre  [Monthly  statements  of labour force  mobility~ 
Monthly surveys on labour force mobility]. 
34 For a more detailed methodological discussion cf. OECD, 
1996a, 1998a,p.48. 
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Size of firm 
External labour 
market 
(tightness) 
Institutional/ 
legislative/ 
policy regime 
Source: Atkinson & Meager,  1994, p.  37. 
Enterprises 
Source: Trouve et at.,  2000, based on Storey & Johnson, 1987. 
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Numerous  research studies - many of them 
based on longitudinal  enterprise data - car-
ried  out  thereafter,  for  European  countries, 
too, more or less confirmed Birch's findings 
despite some doubts concerning the method-
ology he applied. They equally found that net 
job  growth  was  more  important  for  SMEs 
than  for  larger  firms  (for  an  overview  see 
Trouve et al., 2000). 
The  European  Commission  (  1998b),  based  on 
results  of the  Community  labour force  surveys, 
estimates  an  increase  of  around  1.5  million 
employed in SMEs  in the  service  sector for  the 
period  1992-97 (p.  89  f.), compared with a total 
employment  increase  in  service  sectors  of 3  .5 
million. This resulted in a widespread increase of 
SMEs'  share  in  total  employment  in  services 
across the Union. Those countries with a decreas-
60 
•  50  51 
~ 
45 
- -
40 
39 
37 
35 
ing SME share are, at the same time, those where 
the  share of SMEs is  clearly above EU average 
(Greece, Ireland and Portugal) thus showing some 
convergent tendency  (Figure  3.7).  Similarly, the 
employment share of small firms in industry rose 
while  the  number  employed  in  the  sector  as  a 
whole declined. 
Although it  cannot be denied that SMEs are  the 
main job providers in the EU (more than 50% of 
non-agricultural jobs; out of these, one third of all 
jobs are provided by very small enterprises,< 10) 
several problems of the empirical recording of  job 
creation remain. These are due to insufficient data 
and methods and, in particular, to the proper dis-
tinction between gross and net creation of jobs. 
Moreover there  are  several selection biases when 
using macrostatistical data only, such as  the  'size 
distribution fallacy' (Baldwin & Picot, 1995) and the 
'regression-to-the-mean fallacy' (Hughes, 1997). 
•1992-94 
1-
1995-97 
33  - - - - - - 32_32  30 
30  29  28  27 
20  - - - - - - - - - - - -
10  - - - - - - - - - - - -
0 
EL  p  IRL  D  L  E  EU  A  UK  NL  DK  s 
(a)  Firms with less than 50  employees. 
(b)  1992-94: no data available for Austria,  Finland, Sweden and  Italy;  1995-97: no data available for Italy. 
NB:  Data sorted by employment share in  1995-97. 
Source: European Commission,  1998b, graph  121  (estimated from CLFS data). 
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Selection biases 
In  general,  there  are  two  arguments  and  two 
caveats that have to do with the selection bias of the 
reference samples (Baldwin & Picot,  1995, p.  319): 
First,  there  is  the  'size  distribution  fallacy',  which 
fails to distinguish between stocks and flows of jobs 
(Maurin, 1995) and overlooks the threshold-crossing 
phenomena between surveys (Storey,  1994). A pos-
itive employment balance in  one  size category (say 
S2) is just as likely to be the result of an increase in 
that particular category as of a reduction or increase 
in  size categories immediately above (S3)  or below 
(S 1  ):  the decreased or increased firms of S3  or S  1 
are now allocated in  S2. 
It  is,  in  fact,  difficult  for  successive  interval  panel 
studies  to  take  account  of  such  job  movements. 
Longitudinal data would therefore be needed, allow-
ing  individual  establishments  and  their  change  of 
size classes to be identified. 
Then  there  is  the  'regression-to-the-mean'  fallacy 
caused  by  temporary  deviations  between  employ-
ment  and  the  optimum  size  of enterprises  in  the 
long  term.  The  ones  that  regress  are  those  that 
have  just  grown  in  size,  and  those  that  increase 
have  had  to  cut  back  their  workforce  temporarily 
(Hughes,  1997). 
Another serious  problem is  the  question of the 
extent to which it is  a  matter of endogenous or 
exogenous  job creation  by  SMEs,  i.e.  by  own 
growth of SMEs respectively by 'pure' enterprise 
start-ups; or by external influences, e.g. induced 
by strategic policies of large enterprises. Schmidt 
(1996) shows that a considerable part of job cre-
ation by SMEs is due to reorganisations of larger 
firms that try to refocus their business by down-
sizing,  outsourcing  or  subcontracting.  Another 
reason is the establishment of branch or franchise 
units. 
These are crucial questions for public policy, 
too. If  research cannot fall back on adequate 
statistical  data,  the  policy-maker  lacks  the 
empirical  base  for  his  decisions  (Schmidt, 
1996, p. 551). The lack of suitable data could 
be one reason why the impact of  public policies 
on  employment  creation  and  reduction  of 
unemployment remains uncertain. 
3.4.2. Employment behaviour of  SMEs 
According  to  Leicht  (1995)  and  to  Leicht  & 
Stockmann (1993) there are several reasons for a 
higher  employment  performance  among  small 
firms: 
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•  individualised adaptation to each  single case 
('market specialists'); 
•  localised  work  which  is  bound  to  a  certain 
locality  or  market  area,  e.g.  craft  business 
('market localists'); 
•  repair work which does  not really  appeal  to 
large firms. 
·  These specific markets are not easily accessi-
ble for large firms or are not of great interest 
··  to  them. The best performing  small  enter-
prises occupy market segments with a close 
proximity to the customer, and they produce 
goods  and services  with fluctuating  or low 
demand volume. 
<;  In addition, large firms  tend to decentralise 
•.  or outcontract those activities that require a 
~  high professionalism and are less suited for 
· rationalisation,  intemationalisation  or  stan-
dardisation. All these require a  capacity for 
: solving individual problems. 
Examples  are  construction,  craft,  material  serv-
ices,  planning,  installation,  repair  and  mainte-
nance. But there are also more 'modem' activities 
related  to  new  technologies,  such  as  precision 
mechanics,  optics,  computer  assembly,  biotech-
nology, professional services for enterprises like 
management consultancy  and  accountancy,  spe-
cial services in the social or health sector (Leicht 
&  Strohmeyer, 1998). 
The recruitment decisions and personnel policy of 
SMEs differ substantially from larger firms. The 
absence of longer term personnel planning, short 
term  recruitment  decisions  reflecting  temporary 
demand and often informal selection procedures 
by proximity (family, neighbourhood, region) are 
characteristic for small and very small firms. 
Are SMEs a space for labour market integration of 
young people or for reintegration of older ones? 
How far can they function as  'transitional labour 
markets' (Schmid, 1998; Gazier, 1998), as 'inter-
mediate positions' between secondary and primary 
segments  in  the  dual  labour  market  (Lefresne, 
1998)? What is their role for lifelong mobility? 
Some indicators  are  given below (for details  see 
Trouve et al., 2000; European Commission, 1998c): 
•  integration of young  and older people.  The 
share  of young  workers  (aged  15-24  years)  in 
small enterprises (  < 50 employees) in EU coun-
tries (except Ireland for female workers) tends to ··------------------------------------·-------·  -------·---------------------- ·----------------------------------------------------------- The role of  SMEs in training and employment 
be  higher  than  in  larger  enterprises  (European 
Commission,  1998c).  This  applies  particularly, 
with several exceptions, to commerce, hotels and 
restaurants and to business service firms; 
•  SMEs  train  more  apprentices  and  employ 
more former  unemployed (mostly older people) 
and more family members than large firms. Thus 
they  function  as  'transitional  labour  markets' 
between  training,  employment,  unemployment 
and housework; 
•  Bentabet, Michun &  Trouve ( 1999) show for 
France that even in very small enterprises there 
exists  a primary sector with  stable employment 
and longer tenure, with higher qualified and bet-
ter paid core workers on the one hand, and a sec-
ondary segment of - mostly younger - workers 
on the other; 
•  the level of education in the EU increases in 
general with firm size (Table 3 .8). This applies in 
particular to higher educational levels (ISCED 5-7) 
and is true for all non-agricultural sectors except 
services. Workers  with  medium levels  are  more 
represented in  small firms  (11-49) than in micro 
firms or larger ones. Services differ from this pat-
tern in several respects: they employ significantly 
more highly educated workers than other sectors. 
This is - with some variations - true for all size 
classes and for males and females (see also Part 4 
High  18.1  21.4 
Medium  42.3  47.5 
Low  39.6  31.1 
All levels  100.0  100.0 
Males 
in this report). At the medium level, employment of 
male workers is below average; 
•  job stability in very small firms is lower than in 
small or large firms: limited working contracts are 
more  frequent  in  very  small  firms  (1-10).  This 
applies to men and women and to all sectors (Figure 
3.8) although variations by country- due to differ-
ent legislative and administrative regulations - are 
considerable. It should be added, however, that the 
figures  include  limited  training  contracts  (e.g. 
apprenticeship training) and probationary periods; 
•  quality  of work.  In  general,  available  data 
confirm lower wages, longer working time and a 
lower degree of skill utilisation in SMEs. Some 
authors assume that the growth in small firms has 
even  been  the  result  of  wage  flexibility  and 
deregulation.  To  clarify  these  issues,  the  Euro-
pean Foundation for  the Improvement of Living 
and Working Conditions (Dublin)35 set up in 1998 
a  research  programme  on job quality  in  SMEs 
focusing on work contracts, employment and job 
creation,  international  comparisons  and  indica-
tors. Two  seminars were held in 1998  and  1999 
and a research study elaborated several indicators 
(Cowling & Storey, 1998). 
35  For more information see the website of the Dublin Foun-
dation: http://www.eurofound.eu.int 
27.9  34.5 
45.2  39.6  38.9  37.7 
26.9  25.9  23.8  22.4 
100.0  100.0  100.0  100.0 
Females 
17.2  24.3  24.9  28.0 
Medium  44.5  44.8  45.1  46.5 
Low  38.3  30.8  30.0  25.5 
All levels  100.0  100.0  100.0  100.0 
(a)  Without agriculture. 
(b)  High: ISCED 5-7;  Medium: ISCED 3;  Low:  ISCED 0-2. 
Source: Eurostat (European Commission,  1998c,  p.  105). 
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Men  Women 
Manufacturing  Construction 
(a) Without agriculture. 
Source: Eurostat: CLFS (European Commission, 1998c, p.  111). 
The relationship of SMEs  with the external 
labour market is different from large firms in 
that they are more irregular, less predictable 
and less capable of systematisation (Atkinson 
&  Meager, 1994). Recruitment problems and 
procedures  increase  with  the  growth  of a 
small enterprise. 
These problems usually  start when the firm  size 
transgresses the  threshold of around  10  employ-
ees:  recruitment  decisions  are  delegated  and 
become more formalised. In parallel, work organ-
isation has to be structured and made hierarchical, 
internal and external labour market relations have 
to  be  formalised.  This  threshold  is  the  second 
challenge  to  an  SME  after  its  creation,  and 
explains why  so many of them are closed after a 
successful start in the first few years. 
3.5. Role of SMEs in training and 
acquisition of competences 
SMEs do not only play a role in job creation but 
also  in  the  integration  of young  people  in  the 
labour  market,  including  apprenticeship  train-
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Trade, hotels, 
restaurants, catering 
Firm size 
•  1-10 
•  11-49 
Other services 
ing.36 However, SMEs face  difficulties in retain-
ing higher skilled young workers and also in com-
pleting  their  initial VET by  succeeding  training. 
Concerning the role of school based initial train-
ing, in particular in  southern European countries 
(e.g. Spain, Italy, Greece, but also France), there is 
a considerable gap between SMEs' needs of spe-
cific competences and the more general qualifica-
tions produced by formal training systems. 
f  Box 3.10: TSER project 'Small business train  in~~ 
1  and  competitiveness:  Building  case  studies  in 
i  different European cultural contexts'  , 
I 
I
I The objective of this research is  to  identify learning 
processes that lead to increased competitiveness in 
I 
small  and  medium  sized  enterprises,  and  to 
describe how these learning processes are  shaped 
1  in different European cultural contexts. The analysis 
.
1 
will  be  done  by  selecting  and  monitoring  projects 
that companies undertake, such as project develop-
! 
ment, technology innovation and environment adap-
tation,  which  aim  at maintaining or developing sus-
! tainable compet  __  iti_v_en_e_s_s_. _________  __j 
36 For a further discussion of training within SMEs cf. also 
Ni Cheallaigh, 2000. ·-----··- --··-·-·-·-·-·····--------------------------------·--------·-----------.. --..... -........................................................................ _.  __ .....................................................................................  The  role of  SMEs in training and employment 
A comparative analysis of the learning processes in 
different countries  building  on  case  studies  will  be 
undertaken  to  identify  best  practice  at  both  the 
national and European level. 
Coordinator.  A.  Sauquet,  Fundaci6n  ESADE-Es-
cuela  Superior  de  Administraci6n  y  Direcci6n, 
Spain; E-mail: sauquet@esade.es 
3.5.1. Initial training in SMEs 
Two aspects of training and recruitment of skilled 
workers  play  an  important  role  which  favours 
SMEs:  the  flexibilisation  of employment  stan-
dards  and  new  relations  between  training  and 
enterprise. 
(a)  The  liberalisation  of employment  standards 
in  several  countries  encouraged  small  firms  to 
recruit young  people in particular and  thus  sup-
port their integration in  work. This has  been the 
case, for  example, in  Spain  with  an  increase  of 
temporary work contracts; in the UK with a low-
ering of labour costs;  in Italy with the  introduc-
tion  of an  'insertion  salary'  below  normal  tariff 
wages;  and  in  Germany  with  increasing  use  of 
limited  and  part-time  work  contracts  for  young 
people after initial training. 
(b)  Closer links between work and training have 
been established in  most countries, in  particular 
by  altemance  or  apprenticeship  training  pro-
grammes.  Whereas  several  countries  (e.g.  Ger-
many,  Austria,  Denmark,  and  the  Netherlands) 
have  a long  tradition  in  apprenticeship  training, 
others  introduced altemance training only in  the 
past two  decades. Thus, for example, the  'train-
ing-employment  contract'  (CFL)37  in  Italy  is  a 
training  measure  at  regional  level  for  first-job 
seekers.38  Vocational  training  takes  place  in  the 
workplace and has a duration of up to two years. 
Their importance, however, is  declining.  Similar 
measures  are  the  Youth  Training  scheme  in  the 
UK, practicals in Sweden, contrats de  stage and 
apprenticeship in Spain. 
However, in countries without a long tradition in 
apprenticeship  training,  these  training  forms  are 
not yet fully accepted by individuals nor by enter-
prises  and  often  have  the  image  of a  'storage 
room' for lower skilled people or for those with 
37  Contratto di Formazione-Lavoro. 
38  In 1995-96, around 14% of all VET participants were cov-
ered  by  this  measure  in  addition  to  14.5%  in  the 
'Apprendistato' training programme for the acquisition of 
technical  skills  as  a  skilled  worker  (European  Commis-
sion, Eurostat, Cedefop, 1999, pp. 54 f.). 
previous school failure. In Italy, for example, for-
mal initial training often is offered for those who 
could  not  continue  in  general  education  routes. 
The alternate system of apprenticeship training is 
almost  exclusively  dedicated  to  the  training  of 
manual workers in small enterprises of the manu-
facturing sector (Margirier, 1999). The CFL con-
tracts offer qualification mostly for young people 
with  school  failure.  Similar  attributes  are 
observed in France and Greece. 
This could become a vicious circle for those 
SMEs  which  prefer to  recruit  lower-skilled 
workers  and  do  not  offer  adequate  further 
training:  higher skilled  or motivated  young 
people will move to larger firms or to grow-
ing  and  high-tech  SMEs  (Mansuy  et  al., 
1999). Thus a dual labour market for  SMEs 
may emerge: traditional SMEs with low skill 
needs on the one side, innovative and grow-
ing SMEs with high skill needs, in particular 
in the intellectual  sophisticated  service  sec-
tors on the other (Campinos-Dubemet, 1999; 
see also Table 3 .8 above). 
Germany is one of those countries with a long tra-
dition  in  apprenticeship  training.  The  training 
intensity  of  smaller  enterprises  is  remarkably 
high, although the share of firms offering training 
increases with size (Table 3.9). However, in Ger-
many, too, a considerable number of young peo-
ple continue higher training courses after appren-
ticeship  training.  39  Training  in  manufacturing  is 
declining in favour of service sectors and liberal 
professions (Mobus & Verdier, 1999). 
Concluding,  SMEs  are  confronted  with  several 
difficulties regarding training and skill needs: 
•  the general rising qualification level of young 
generations, as  well as  their changing aspirations 
towards  future  work and career, prompt them to 
continue training in higher and more prestigious 
programmes and to look for a job in larger enter-
prises; 
•  the  crisis  of  apprenticeship  or  altemance 
training  in traditional occupations is  mainly due 
to the structural changes in economies and labour 
markets. Young people who stay in these sectors 
39 These are partly young people with grammar school cer-
tificates (Abitur) who intend to acquire a double qualifica-
tion  (occupational  qualification  and  university  or Fach-
hochschul-degree). 
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(NB: size classes are different in  both publications). 
and firms are in danger of being labelled and get-
ting  into  a  precarious  position.  The  better  per-
forming ones may be poached by larger firms or 
by growing and innovative SMEs; 
•  high-tech  SMEs  or  those  working  on  new 
emerging fields recruit more higher skilled young 
people, mostly from  the  external labour market. 
In  addition, formal  training  schemes  do  not yet 
exist for many of their activities which reinforces 
the  recruitment  of  higher  qualifications  and 
poaching. 
Box  3.11:  LDV  project  'Training  processes  in 
small and medium-sized companies' 
The general aim of this project is to analyse the rea-
sons for the  limited  access for European  SMEs to 
continuing  vocational  training  (CVT)  activities,  and 
to  identify effective  policy lines for improvement in 
training  strategies and  for the development of pro-
grammes directed towards European SMEs. 
The study comprises five sub goals, as follows: 
(a)  investigation of the training practices of SMEs; 
(b)  identification of the problems and the difficulties 
that SMEs encounter in their training processes; 
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(c)  elaboration of a qualitative analysis of the char-
acteristics  of the training  offer and  of the  pro-
grammes of support put into practice; 
(d)  comparative analysis of the situation in different 
countries; 
(e)  recommendations  regarding  the  strategies  of 
support  and  encouragement,  which  are  most 
appropriate to the process of training in  SMEs. 
The research is based on the survey of 75 manufac-
turing SMEs per each selected region, and a qualita-
tive analysis of the training supplies available to the 
same  enterprises.  Results  concern  the  training 
processes in  SMEs, analysis of the existing regional 
continuous  vocational  training  systems  in  Europe, 
assessment of CVT systems and barriers to training . 
Coordinator. A.  Corral Alza, The Basque Institute of 
Research (IKEI), San Sebastian, Spain. 
E-mail: acorral@ikei.es 
Final report: Training processes in  SMEs: practices, 
problems and requirements. European Report, 1997. 
3.5.2. Continuing vocational training in SMEs 
Continuing  vocational  training  (  CVT)  is  less 
marked in SMEs compared with larger firms. At the 
European level, according to the Continuing voca-
tional  training  survey  (CVTS;  Eurostat,  1994a, 
1997 [reference year: 1993]) more than 50% of all 
enterprises  (~  10  employees)  offer  continuing 
training. Here again we  find  a strong correlation 
with  enterprise  size.  In  particular  (larger)  firms 
which experience major technological and organi-
sational changes increased their participation rate 
substantially (e.g. energy, post, telecom, banks and 
insurance).  On  the  contrary,  hotels/restaurants, 
construction, retail trade and repair-dominated by 
SMEs-display participation rates of 25% and less 
(European Commission, 1999a). 
Thus young people- mostly with lower skills, in 
particular in smaller firms  - may have difficulty 
in improving their skills and employability in the 
longer run (Maday, 1997). However, CVT activi-
ties  differ  substantially  across  countries,  not  at 
least depending on the nature and weight attached 
to initial training in the respective country. 
Different training patterns across countries reflect 
not only different complementarities between ini-
tial  and  continuing  training  but  also  different 
roles of employers in VET (Figure 3 .9). 
In a transnational comparison, four clusters take 
shape: 
(a)  strong  investment  in  CVT  but  poor  or 
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case in Finland, Sweden and the UK where initial 
apprenticeship training is underdeveloped; 
(b)  high  engagement  in  initial  training  and  -
complementarily  - a  medium  degree  of  CVT 
investments is found in Germany and Austria; 
(c)  little  formalised  initial  training  and  poor 
engagement in CVT is  found  in Spain, Portugal 
and Greece. However, these countries are estab-
lishing  a  progressive  complementarity  between 
efforts to restructure initial training and to intro-
duce organisational regulations for CVT; 
(d)  out of the comparator countries, only Den-
mark  possesses  a  strong  complementarity 
between  initial  and  continuing  training  on  an 
equal basis. 
In general, SMEs provide less formal training but 
experiential learning. This has  already been dis-
cussed in Part 2, Chapter 1.5 .2 .3. 
SMEs in general utilise  CVT less  and in  a 
different way for the development and updat-
ing  of  their  workers  competences.  While 
large ftrms favour organised training, SMEs 
prefer training on the job and recruitment of 
young  workers  instead  of formal  training 
(Aventur et al., 1998). 
In most cases, CVT activities consist of courses and 
workshops (Table 3.10). Training in the workplace, 
however, is not negligible: all enterprises, including 
smaller enterprises, view learning-by-doing not as a 
substitute but as complement to more formal learning 
activities.  However,  the  organisation  and  learning 
tools are not always clear. In particular small estab-
lishments make use to a lesser extent of specialised 
teaching  staff or  training  plans  than  larger  ftrms 
(European Commission, 1999a). Those small ftrms, 
however, that do have a training plan, display partici-
pation rates almost equal to large firms (ibid.).40 
Two major reasons for the lack of formalised con-
tinuing training in SMEs should be mentioned: 
(a)  failure  of the  institutional  training  system 
because of excessive formalism of training regu-
lations. In France, for example, research suggests 
an undesirable disconnection between production 
and work on the one hand and the specific char-
acteristics  and  training  needs  of SMEs  on  the 
other (Verdier, 1999; Santelmann, 1999). 
(b)  SMEs train differently from large enterprises. 
Their preferences  (and  maybe  opportunities)  lie 
with learning at the  workplace. One example is 
Italy, with its pronounced local milieu and a long 
tradition  in  (non-formal)  training  and  a  general 
mistrust of State-run training institutions. InGer-
many, too-and contradictory to official statements 
- BUchter (1998) points out that very few  SMEs 
(except those in high-tech sectors) complain about 
qualification problems. They display a remarkable 
adaptability and can count on their workers if  adap-
tation (by learning on the job) is needed. 
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43  38 
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71  38 
76  47 
80  50 
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38 
43 
52 
13 
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Source: European Commission, 1999a. 
40  For a discussion of SMEs as learning organisations see the 
TSER  project  DELOS  described  briefly  in  Box  3.12 
below; see also Chapter 4.4 of Part 2 of this report and the 
description of TSER projects in the background report. 
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3.5.3. Determinants of  SME's training 
behaviour'
1 
3.5  .3 .1. Obstacles 
Most determinants of training behaviour of SMEs 
are similar to their employment behaviour discussed 
above.42  However,  there  are  several  obstacles  to 
training  provision  in  SMEs  compared  with  large 
businesses (Gil et al., 1993; Grasser et al., 1999): 
•  demand factors, such as lack of infrastructure 
for  training,  mistrust  in  traditional  (formal) 
training; 
•  supply factors  concerning  training  costs  and 
insufficient  means,  inappropriate  training  meth-
ods, missing analyses of qualification needs, lack 
of pedagogical competences  of internal trainers, 
lack of SME-knowledge of external trainers; 
•  environmental factors  such  as  bureaucracy, 
lack of  cooperation between SMEs and large firms; 
•  internal factors, e.g. disinterest or demotiva-
tion of workers, limited time horizon for an ade-
quate training policy, difficulty in replacing work-
ers  during their training phase, inability to  offer 
internal  career and  promotion perspectives  after 
further  training, fears  that  trained  workers  may 
leave the firm. 
SMEs rarely consider qualifications as essen-
tial factors of performance (Hofkes & Beyer, 
1995). Training decisions are often based on 
simple  cost-benefit  calculations  and  on  ad 
hoc adjustments to short term needs- in par-
ticular  in  countries  without  a  legal  frame-
work for CVT (e.g. in Germany). Numerous 
'needs analyses' for sectors and occupations 
provide only vague and general information. 
Most of them are  not  operable  and  merely 
applicable to the specific needs of SMEs. 
3.5  .3 .2. Formal and non-formal training 
A puzzling result was brought forward by Baldwin 
et al. (1994) and by Baldwin (1998). According to 
their research,  the  most  successful  smaller  busi-
nesses tend to train fewer workers than less success-
ful SMEs. The authors solve this puzzle through fur-
41  In the following  sub-sections we  concentrate on continu-
ing training in SMEs. 
42  E.g.  size,  sector and  position  in  the  value-added  chain, 
market  conditions, legal  status,  institutional  framework, 
personality  and  strategy  of the  owner-manager, regional 
embeddedness, etc. 
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ther specification: the more successful SMEs rely 
on formal training and less undertake own non-for-
mal training. This leads us  to  the question of the 
relationship between formal and non-formal train-
ing within SMEs (for a typology see Figure 3.10). 
Skills created (and needed) by SMEs are different 
from formal  training. For many  small firms,  the 
transmission of elementary and practice-oriented 
knowledge and know-how is much more suitable. 
For other SMEs, e.g. the craft sector with defined 
occupational  profiles,  a  combination  of general 
(formal) training and specific training in proximity 
to professional practice - and incorporated in pro-
ductive work-is more appropriate (Kucera, 1997). 
Thus, the realisation of different concepts of (con-
tinuing)  training  depends  on  the  character  and 
type of the small enterprise. These practices may 
change over time or according to the cycle of the 
firm. Some features are: 
•  in  traditional  family  or  independent  firms 
under the major influence of the owner, the con-
struction of competences is  less based on formal 
training  or certificates.  Non-formal  training  on-
the-job dominates here; 
•  manager-run  firms  (including  franchise  or 
branch establishments) have a high sensibility to 
the  market  and  are  often  involved  in  inter-firm 
networks. Human resource management is  more 
formalised,  and  CVT measures  are  more  inten-
sive, both formal and external ones; 
•  in between these two extremes are entrepre-
neurial SMEs with differentiated and  specialised 
products and services. Work relations tend to  be 
formalised (depending on the growth of the firm). 
CVT, however, has a hybrid character: it is formal 
and external  but  also  combined with  on-the-job 
training and multiplier effects. 
A special case are innovative small firms in non-tra-
ditional  activities.  In  general,  training  is  not 
planned but reflects internal factors as well as exter-
nal objectives. These firms recognise that training 
on-the-job limits the capacity to  master new and 
complex situations. Thus they tend to recur more on 
off-the-job formal training and rely on external con-
sulting, training institutions or networks. 
However,  the  main  policy  of the  rna  jority  of 
SMEs is  the acquisition of competences by non-
formal  training  activities.  Some critics  state that 
the increasing importance of 'competences' runs 
parallel  to  a decrease  in  the  'qualification para-
digm' (Rain  bird, 1995; see also Part 4, Chapter 3) 
which was based on occupational relations (such --··-··-----·----·-·------·-··--- The role of  SMEs in training and employment 
Formar trmnftlg · · 
All forms of instruction outside the workplace 
(e.g.  in further training institutions) aiming to 
increase knowledge and know-how related to 
work. The training may or may not lead to a 
recognised qualification. 
· .  Non-format· training 
Activities outside the workplace to develop individual 
know-how. They are intermittent or of limited duration and 
not closely linked to well defined qualifications. Examples: 
participation in  seminars, visits to other firms,  study of 
documentation, etc. 
·--- ·---
Training directed to acquire the skills necessary 
for the work performed, but distinctive from 
productive work (examples: training organised 
by equipment suppliers for workers of their 
customers; training organised by an  automotive 
firm for their branch establishments when 
introducing a new model, etc.). 
Activities which enlarge the knowledge and know-how of 
workers in  relation to their work tasks. Training requires 
no or little time outside productive work.  Example: 
mentoring of new or lower skilled workers by experienced 
colleagues. 
•  All forms of training can take place within initial or continuing vocational training. 
•  The training process comprises three dimensions: duration (period,  intervals); intensity (depending on the 
degree of formalisation, complexity, stratification); scope (depending on the importance and impacts of training 
Source: Trouve eta/., 2000 based on Curran eta/., 1996, pp.  2-3. 
as  previously  in the  UK, or in France  and  Ger-
many). The notion of 'competence' appeared at a 
time  when  collective  regulations  and  also  the 
influence of social partners  were  in  a crisis  and 
where the SME model was seen as  an alternative 
to rigid professional regulations of a Fordist era. 
These  tendencies  lead  to  fragility  in  the 
wage-labour nexus  as  well as  individualisa-
tion of training.  Individualisation, however, 
may result in desocialisation when collective 
contexts are not taken into account. This may 
result  in  the  exclusion  of some  groups  of 
individuals as well as in a reinforced separa-
tion between SMEs and large enterprises. 
3 .5 .3 .3. Recognition and validation 
of  non-formal vocational learning 
The  current  state  of activities  is  discussed  by 
Bj~rnavold (2000a; cf. also  Bj~rnavold, 1997a, b, 
and  Part  1  Chapter  4  of  this  report).  Several 
aspects  of this  discussion have specific implica-
tions  for  SMEs,  too,  in  particular  considering 
their specific needs  and their strategic behaviour 
concerning  recruitment  in  the  external  labour 
market.  Bj~rnavold (1997a) identifies four condi-
tions for the validation of non-formal learning: 
(a)  consideration of the  social and occupational 
value of skills in rapid changing production 
systems; 
(b)  emergence  of new  organisational  practices 
which require more diversified approaches of 
learning and training; 
(c)  development of lifelong learning  and  trans-
formation of labour markets, in particular the 
decline of internal recruitment; 
(d)  increasing  importance  of  recruitment  in 
external  labour  markets  which  requires  the 
identification of formal as well as non-formal 
skills of candidates. 
The first and fourth condition are crucial for SMEs 
since most of  them (respectively their owners/man-
agers) doubt the value of skills acquired in formal 
school  systems  and  their external recruitment is 
more intensive than that of large firms. 
Although  some  initiatives  for  the  identification 
and  validation  of non-formal  skills  at  national, 
sectoral  and  firm  level  have  started  in  Europe, 
their  recognition  and,  above  all,  acceptance  by 
enterprises  and  society  is  not  yet  ensured 
(Bj0rnavold,  1997b).  This  reveals  the  dilemma 
for  the  strategy  of  recognition  of  non-formal 
skills. A centralised approach,  which  guarantees 
the  homogeneity  and  credibility  of recognition 
systems,  places  the  problem  too  far  away  from 
concrete  practices  and  needs  of SMEs.  On  the 
other  hand,  a  decentralised,  bottom-up  strategy 
which  offers  pragmatic  solutions  and  flexibility 
risks its legitimacy and may result in 'patchwork' 
knowledge elements. 
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3.5  .3 .4. Application of  new technologies in 
training 
The main objective of pedagogical innovations in 
training is an improved adaptation of continuing 
training to the needs and capabilities of SMEs, by 
means  of increased utilisation  of ICTs,  distance 
learning,  networks,  enterprise  clubs,  territorial 
plans  or sectoral organisations. A large research 
body exists on the  application of new  technolo-
gies in learning, in terms of modular and individ-
ualised  approaches,  self-directed  learning,  open 
and  distance  learning,  etc.  (see  also  Straka  & 
Stock!,  1998;  Straka, ed.,  2000). It is  expected 
that these training forms improve the flexibility of 
and accessibility to learning and thus may be bet-
ter suited for SMEs. 
However, it may be difficult to combine tra-
ditional  training  methods  and  concepts  of 
SMEs  which  require  proximity  between 
trainer  and  learner  and  to  work  with,  for 
example, distance  training  concepts.  More-
over, the use of new technologies in training 
reflects also new management practices and 
innovations  which,  as  we  have  seen,  exist 
only in a minority of small flflils (Fournet & 
Bedin, 1998). 
Most  uncertain  are  research  findings  on  the 
effects  of inter-firm  cooperations,  e.g.  between 
small and large firms or between clients and sup-
pliers.  Such  cooperation  forms  may  reduce  the 
constraints  of access  to  training  and  lead  to  a 
widening of the temporal horizon of SMEs con-
cerning  their  investment  in  human  resources. 
Those partnerships, networks, clubs and associa-
tions are, to a considerable extent, also supported 
by public policy. 
Examples are the Italian industrial districts or local 
productive systems in France and the UK. Whereas 
in  these  countries  most  cooperation  forms  have 
grown over the years, public  support of 'artificial 
cooperation', e.g. based on a contract:43 , reveal sev-
eral problems in terms of improving access to con-
tinuing  training  or acceptance by the  small enter-
prise. 
43  Example:  the  contract  'Engagements  de  Developpement 
de  la  Formation  Professionnelle'  in  France, specifically 
oriented towards SMEs. This initiative, however, has not 
yet led to  a removal of inequalities of access  to  training 
(for more details see Trouve et al., 2000). 
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Box  3.12:  TSER  project  'DELOS  - developing 
learning organisation models in SME clusters' 
SME  clusters  may  act  as  learning  organisations. 
The  path  followed  by  'organisational  learning'  is 
complete  in  the  SME  cluster circuit,  but  instead  of 
taking  place  within  one  large  company,  it  takes 
place in a number of enterprises and also involves a 
number of different bodies. 
The project objectives therefore are: 
•  verify  the  modalities  through  which  the  SME 
clusters intervene as learning organisations; 
•  investigate  the  organisational  learning  proces-
ses that arise through clustering; 
•  identify operative models of competence devel-
opment and transfer within and between SMEs; 
•  give 'working' indications capable  of supporting 
training  and  occupational  policies  in  favour  of 
SME methodology. 
Coordinator.  R.  Sarcina,  Fondazione  lstituto  Gu-
glielmo Tagliacarne della Cultura Economica, Roma, 
Italy; E-mail: tagliacarne@eureka.it 
Final Report: D.E.L.O.S. Project- Developing learn-
ing organisation model in SME clusters.  1998. 
3.6. Conclusions 
Research and policy confirm the decisive role 
of SMEs in growth and employment: 99.8% of 
all  enterprises  in  Europe  have  less  than  250 
employees  and  employ  the  majority  of  the 
European workforce. 
Research  has  developed  a  multiplicity  of 
approaches  reflecting  the  different definitions, 
economic weight and historical development of 
SMEs  in  European countries. However, up  to 
the  recent past,  and  except in  Italy  and  Ger-
many, SMEs have not become an autonomous 
object of research. On the other hand, SMEs are 
of increasing  interest to national  and transna-
tional policies, in terms of modernisation, inno-
vation  and  development  of human  resources. 
The  reasons  are  obvious:  growth  of services 
(mostly small structures); business restructuring 
in large firms which affects SMEs substantially; 
crisis of large concentrations and advantages of 
small  flexible  units;  and,  above  all,  SMEs  as 
carriers of hope of overcoming unemployment. 
The  access  of research  to  SMEs  is  difficult, 
however,  due  to  their  marked  heterogeneity. 
Although  independent  and  family  businesses 
are still the majority of small firms (in particu-
lar in southern Europe), there is a trend towards 
more dependence or to interdependencies with -------------------------·---------------·  The  role of  SMEs in training and employment 
other SMEs or large firms. This change accom-
panies  a  shift from  the  owner-entrepreneur to 
the manager of a small firm with their different 
strategies,  which  also  has  an  impact  on  their 
employment and training behaviour. 
Employment performance 
The  relation  between  enterprise  creation  and 
employment creation is not evident in view of 
the  fact  that  survival  rates  of newly  created 
firms  is  between  50%  and  60%.  Moreover, 
rapid employment growth of SMEs is  a  rela-
tively  marginal  phenomenon  depending  on  a 
number of specific conditions. 
SMEs create employment but they also destroy 
jobs. With reference to Schumpeter's 'creative 
destruction', fluctuation of firms and workers is 
an essential element of economic dynamism, of 
contribution  to  structural  change  and  to  the 
reactivation of labour markets. But fluctuation 
also reinforces job precariousness and may pre-
vent workers and firms from an optimal invest-
ment in human resources. 
Political support of enterprise creation faces the 
dilemma  of undifferentiated  measures  for  all 
start-ups, e.g. by removing bureaucratic obsta-
cles and by creating an 'entrepreneurial culture' 
or by targeted measures. How is  it possible to 
identify  early those  SMEs  which  create  most 
jobs? Should policy focus on job numbers or on 
job  quality,  too?  Numerous  difficulties  arise 
when trying  to  measure the  specific  contribu-
tion of SMEs to employment growth - not only 
because of ongoing  economic  transformations 
but  also  because  the  terms  'creation'  and 
'employment' themselves are blurred. 
These  problems  also  concern  the  appropriate 
method of analysis, e.g. the distinction between 
stocks  and  flows,  gross  and  net job creation, 
and the use of static or longitudinal data. The 
principal  question  to  be  answered  is  to  what 
extent job growth is endogenous or exogenous, 
i.e. induced by the  creation of enterprises and 
their  subsequent  internal  development,  or  to 
what extent it is the result of the restructuring of 
large firms, e.g. outsourcing? 
Trouve et al., (2000) reach a number of conclu-
sions, based on a large body of research con-
cerning the relationship between enterprise size 
and employment: 
•  There is  an obvious contradiction between 
sophisticated evaluation measures (Kirchhoff & 
Greene,  1998) and results  that are not always 
convincing (Cowling & Storey, 1998). Consid-
erable research gaps or even contradictory find-
ings exist in terms of the quality, nature and size 
of  enterprises,  and  concerning  variations  by 
time, country, sector and business cycle. 
•  Much  research  work has  been  devoted  to 
manufacturing sectors, but too little to services 
and international comparisons (European Com-
mission, 1998b). Much more research is needed 
on the key sectors of employment creation, e.g. 
business  and  personal  services,  recreation/-
tourism, hotels  and restaurants, health, educa-
tion, etc. 
•  Another,  still  underdeveloped,  research 
field concerns the impact of public policy, e.g. 
targeted measures versus  a  widespread (undif-
ferentiated) reduction of administrative and fis-
cal barriers. Targeted  measures face  the  diffi-
culty  of finding  appropriate  criteria  whereas 
general SME policies might result in an imbal-
anced development within the SME sector, sup-
porting  more  the  high  performing  SMEs, and 
face the problem of dead-weight effects. 
•  The principal interest of  public policy should 
not only be to increase the volume of work but 
also its quality in terms of stability, durability of 
jobs and working conditions. SME research only 
recently started to address these questions. 
•  Causal analyses are necessary to understand 
the  factors  influencing job growth  as  well  as 
those that impede growth. 'Job generation stud-
ies in terms of numbers of jobs created by size 
class [ ...  ] tell us nothing about the direction of 
causation' (Hughes, 1997, p. 8). Those analyses 
may  explain  the  problems  policy  -makers face 
when trying to influence sustainable growth of 
production and employment. 
Training behaviour 
In view of  the diversity of  SMEs and their anchor-
age  in  specific  environments,  and  also  of the 
complexity of recent economic transformations, 
research  concentrated on  the  evaluation of the 
impact of  changing training practices of SMEs. 
Two major approaches become visible. On the 
one hand there is the establishment of statistics 
and  empirical data for  the  structure, develop-
ment and the determinants, as well as for inter-
national  comparisons,  of  SMEs'  training 
engagement. On the other hand, there are SME 
monographs  with  quantitative  and  qualitative 
data which reveal a deep insight into the mech-
anisms of training behaviour, but whose results 
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can hardly be generalised. Research has  high-
lighted a number of aspects: 
•  As  far  as  initial  training  is  concerned, 
SMEs  absorb  the  majority  of young people in 
Europe, in particular by apprenticeship training 
(European  Commission,  1998c).  Although 
some  small  firms,  particularly  in  the  service 
sector, recruit higher skilled young people, the 
majority still offers  low-skilled and  precarious 
jobs. This is one reason why a substantial num-
ber  of young  people  leave  small  enterprises 
after a relatively short period. 
•  The  engagement  of SMEs  in  continuing 
vocational  training  lags  considerably  behind 
that of large firms. CVT provision depends less 
on enterprise size or sector, but much more on 
production modes  and the strategic orientation 
and  profile  of the  owner-manager.  In  most 
cases, CVT  serves  the  adaptation  of skills  to 
short-term demand, and  is  primarily done  on-
the-job  and informally. However, high-tech or 
manager-run small firms  in  particular increas-
ingly  rely  on  formal  CVT  measures  or  on 
cooperation, networks, external training institu-
tions or on new forms of training supported by 
ICTs. 
•  With political measures to  support CVT in 
small  firms, European countries pursue differ-
ent approaches, ranging from  legal obligations 
placed  on  firms  (e.g.  in  France)  to  a  laisser-
faire of employers (e.g. in the UK, but also in 
Germany, Austria, Sweden and Portugal). Other 
countries (e.g. Italy, the Netherlands, Denmark) 
have established a series of intermediary regula-
tions within collective agreements or in cooper-
ation with the social partners (e.g. Spain). 
However,  these  measures  are  not  sufficient  to 
resolve all problems concerned with continuing 
training  in  SMEs:  which  are  those  fmns  that 
have  the  greatest need  for  support and  which 
factors  determine  their  training  investment? 
More  research  efforts  are  needed,  taking  into 
account regional aspects and the diversification 
of SMEs which should be reflected by appropri-
ate policy measures. 
Training  in  SMEs  is  increasingly  seen  under 
individual  aspects,  in  particular  concerning 
individual employability in the longer run. This 
concerns the multiple interfaces between train-
ing,  employment  and  mobility  as  well  as 
between individuals, enterprises and  the  State, 
embedded in the  whole framework  of lifelong 
learning. 
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Box  3.13:  TSER  project  'SME  policy  and  the 
regional dimension of innovation' 
The  project  evaluates  almost  40  existing  policy 
instruments  for  promoting  innovation  activity  in 
SMEs  in  11  regions  in  eight European countries  in 
order to identify 'good practice' policy. 
SME  innovation  support policies  in  the  EU  regions 
could be substantially improved by three key princi-
ples: 
(a)  matching the  context and  SME  needs with the 
policy tools in each region; 
(b)  confronting  the  policy  tools  with  the  lessons, 
theory and practice; 
(c)  comparing results achieved with a range of pol-
icy instruments in different environments. 
One  salient element of the conclusion  is,  therefore, 
the  need  for  more  'policy intelligence'  in  this  com-
plex field. 
Coordinator.  A.  Isaksen,  STEP  Group,  Studies  in 
Technology,  Innovation  and  Economic  Policy,  Nor-
way,  E-mail: arne.isaksen@step.no 
Final  Report:  A.  Isaksen:  SME  policy  and  the 
regional dimension of innovation, 2000. 
4. Entrepreneurship and the 
European employment strategy44 
Promoting  entrepreneurship  is  one  of the  main 
objectives of the  European employment strategy, 
both at national and EU level. The aim is to foster 
employment,  innovation and growth and thereby 
also to  reduce unemployment. This chapter deals 
with various aspects of  entrepreneurship, such as 
the conditions of  enterprise start-up and success, 
self-employment and the role of  social enterprises. 
It becomes  clear that  the  removal of  fiscal and 
administrative barriers and the access to capital 
are  important means of  promoting entrepreneur-
ship - but are  not sufficient.  Training for inde-
pendence, starting at schools and continuing dur-
ing later training phases, is  increasingly seen as 
an  important  strategy for  promoting  independ-
ence  - as  entrepreneurs  and  as  employees  in 
modern work organisations. This is demonstrated 
by  a  review  of some  initiatives  undertaken  at 
national and European level. 
44 This section is partly based on own research, partly on the 
contribution of P. Trouve et al., (2000; op. cit.) to the sec-
ond research report. --------------------____ --------------------------------------- Entrepreneurship and the European employment strategy 
4.1. Definition and profiles 
of entrepreneurs 
The  definition  of entrepreneurship,  independent 
work  and  self-employment  is  not  unambiguous. 
What is  the  distinction between owner-managers, 
professionals, free lancers, independent contractors, 
self-employed and 'quasi self-employed', executive 
directors or management board members of a large 
company who are not in dependent employment? 
Furthermore, does 'entrepreneurship' and inde-
pendent work in a broader sense not also apply 
to  employees,  e.g.  in  restructured  firms,  in 
decentralised units or franchise establishments 
who are expected independently to plan, per-
form and control their work? New work organ-
isations, but also the changing expectations and 
objectives  of  individuals  concerning  their 
work, career  and  life  biography  characterise 
them  as  'entrepreneurs  of their  own  work 
capacity' as Lutz & Voss (1992) detailed. This 
may refer to John Locke ('everyone is the arc  hi-
teet of  his own future') or even to Aristotle who 
was convinced with other Greek philosophers 
that man himself is responsible for whether he 
becomes happy and has 'a good life' or not. 
Returning to the more pragmatic notion of  entrepre-
neurship and its definition in theory and practice, 
the  'ideal  entrepreneur'  is  characterised  by  the 
OECD (1998a, p. 11) as follows: 'Entrepreneurs are 
agents of change and growth [  ...  ] . They not only 
seek  out  and  identify  potentially  profitable  eco-
nomic opportunities but are also willing to take risks 
[  ...  ]  . Entrepreneurial activities are not confined to 
new, high-tech industries, but are  spread across  a 
wide  range  of activities  and  involve  innovative 
approaches to all major business functions [  ...  ].'We 
should add that an appropriate staff policy, manage-
ment and human resource development are essential 
characteristics of the 'ideal entrepreneur'. 
It is difficult to measure entrepreneurship because 
there is no consensus about reliable and practical 
indicators.  'Some emphasise the  number of new 
firms  starting up, while others consider turnover 
[ ...  ] to be more important. Some would focus on 
SMEs,[ ...  ] others concentrate on the performance 
of fast-growing firms, whether new or well-estab-
lished.  [ ...  ]  Nonetheless,  while  many  large  and 
well-established firms  can be very entrepreneur-
ial, measures  of small and, especially, new  firm 
development are more often used as indicators of 
entrepreneurial activity'(OECD, 1998a, p.  11  f.). 
These views refer to Birch's (1979, 1987; see also 
Chapter 3.4 in this part) findings for the US  that 
large firms try to realise saving potential by inno-
vation  and  by  a  reinforced  assignment  of new 
technologies in order to acquire cost leadership in 
their market segment.  In  Birch's view,  this  will 
result, in the short and medium term, in a massive 
reduction of jobs. SMEs, however, are less able to 
invest  in  modem  and  cost-intensive  production 
processes  and  thus  are  more  labour-intensive. 
Therefore,  employment  growth  in  small  firms 
(  < 100) in the US  compensated to  a considerable 
extent for job losses in large firms. 
Literature defines a number of features  that dis-
tinguish  entrepreneurs  from  employees.  These 
are, for example (OECD, 1998a, p. 41  f.): 
•  characteristics - to  take  risks, to  be  innova-
tive,  to  take  initiatives  to  exploit  business 
opportunities, to create jobs; 
•  attributes  - foresight,  imagination,  intelli-
gence,  decisiveness,  alertness,  aptitude  for 
organisation; 
•  behaviour  - to  raise  profits  and  monetary 
rewards, personal achievement, independence, 
self realisation, creative activity. 
However,  if we  assign  the  antonyms  of these 
characteristics  to  dependent  employees,  it 
becomes  obvious  that many  of them also  apply 
respectively cannot be  denied to  the latter:  risk-
taking,  initiatives,  creativeness,  achievement, 
intelligence,  alertness, etc.  are  traits  that cannot 
only be attributed to entrepreneurs. 
A  typology  of entrepreneurship  - in  small  and 
medium  firms  as  the  main  domain  of entrepre-
neurs - has to take into account the sociological 
and  personality  profile  of the  owner-manager. 
These do  not only act economically, but also  in 
political and familial contexts. 
The entrepreneur is  the  key  figure  of the  small 
enterprise and gives it - even if it is not a family 
business - a family  character (Bentabet, Michun 
&  Trouve,  1999).  His  behaviour  and  values 
mould the character of the enterprise (Box 3.14). 
A new form of entrepreneurship refers to  'social 
enterprises'  within  the  non-profit  sector  of the 
economy  (see  Chapter  4.4  in  this  part).  They 
require  an  entrepreneurial  spirit  in  identifying  a 
collective need, e.g. expressed by  social or pro-
fessional  groups,  ethnic  or territorial  communi-
ties, and in organising their production of goods 
and services in an effective way. They also must 
be willing and have the capacity to fulfil a social 
task, e.g. integration of people at risk into work. 
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Box 3.14: Typologies of entrepreneurs and SMEs 
•  Julien  (1997)  proposes  a  'complex  global 
typology of SMEs' which  integrates several charac-
teristics:  quantitative  profiles  (business  figures, 
employment);  sector or trade;  type  of market;  cen-
tralisation and control of the work organisation; level 
of independence;  type  of strategy;  use  of technol-
ogy;  innovativeness. 
•  Bauer  (1990,  1993)  combines  sociological 
profiles of the entrepreneur with the firm  profile. An 
entrepreneur not only acts as a 'homo oeconomicus' 
(sell), but also as a 'homo politicus' (preserve) and a 
'homo familias' (share).  Combined with  two  dimen-
sions of the  character of the firm  (entrepreneurial -
patrimonial)  a number of modalities for SME  man-
agement can  be derived. 
•  Kotthoff  (1993)  identifies  different  forms  of 
social  order  within  SMEs:  origin  and  role  of  the 
entrepreneur; type of hierarchy;  working conditions; 
qualification;  modes  of  remuneration;  relation 
between workers;  enterprise culture;  social  embed-
dedness. Based hereupon, he distinguishes several 
types  of  SMEs:  small  family  business,  principal 
enterprise,  dynamic-charismatic  'empire',  degener-
ated family enterprise in  the 3rd or later generation, 
medium  class  (mittelstandisch)  manager business, 
technocratic manager firm. 
•  lvanaj & Gehin (1997) explore the  relationship 
between  entrepreneurial  values  and  strategic 
behaviour,  based  on  different  sociocultural  back-
grounds (religion,  policy orientation,  family,  person-
ality, work, etc.) and resulting entrepreneurial values 
(risk  acceptance,  concept of growth,  profit orienta-
tion, security, etc.) 
•  Concerning  market  strategies,  management 
practice  and  training  of  very  small  enterprises, 
Bentabet, Michun & Trouve (1999) identify six factors 
of influence on their behaviour: position in the sector 
and  the  value  added  chain;  legal  status;  territorial 
embeddedness; structure of occupations performed; 
strategy orientation; profile of the entrepreneur. 
Source: Trouve,  eta/., 2000. 
4.2. Business start-up and survival 
Questions  mostly  discussed  to  date  deal  with 
business start-ups, survival and closures and their 
effects on employment. What are the characteris-
tics of enterprise creation and closure and thus of 
a  successful or luckless  entrepreneur? What are 
the  conditions  for  'continued  entrepreneurship' 
(OECD, 1998a) in terms of growth, employment 
creation,  sustainability  and  performance?  This 
refers  to  Schumpeter 's  ( 1926)  'creative destruc-
tion' and also to his distinction between the pio-
neer  entrepreneur  who  creates  an  enterprise  by 
taking advantage of market niches, or by realising 
new combinations of production factors,  and the 
manager who keeps an enterprise running. 
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4.2.1. Conditions of  business start-ups 
A large research body exists on the mechanisms 
of business  start-up  and  the  links  to  the  labour 
market.  Thus,  for  example,  Audretsch  (1993) 
analyses  the  push  and  pull  factors  for  the  US. 
Increasing unemployment  may  'push' people  to 
start  a  business.  A  new  demand  for  goods  and 
services,  i.e.  economic  reasons,  may  'pull'  the 
creation of new  firms.  However, concerning the 
push factor, he has not found any significant cor-
relation between start-ups  and regional levels of 
unemployment in the  US.  He even observed an 
inverse relation:  start-ups  were lower in  regions 
with high unemployment. 
This  is  confirmed  by  a  positive  relationship 
between the business cycle and number of start-
ups in other countries, too, and seems to confirm 
the importance of pull driven business creation. 
: Public support today not only includes finan-
. cial aids and the imparting of human capital, 
"'  but also stimulation of a spirit of enterprise 
· or an  'entrepreneurial culture'  by lowering 
labour  costs  and  charges,  by  removing 
administrative  and  tax  barriers.  However, 
: these  voluntaristic  concepts  ignore  the  fact 
' that business  start-ups  mainly occur in low 
.:  unemployment regions. Undifferentiated sup-
·.  port  measures,  therefore,  may  not  solve 
:,  unequal  developments  and  imbalances  in 
social  and  geographic  terms  and  thus  may 
· not lead to major job creation. 
However,  there  are  large  variations  in  start-up 
activities  in  different  countries  and  sectors.  In 
analysing business start-ups in Europe, two zones 
are distinguished (European Commission, 1998c  ): 
(a)  southern  Europe  (Portugal,  Spain,  Italy, 
Greece)  and France with little start-ups  in  serv-
ices  (113  of all  start-ups)  but more  start-ups  in 
trade, hotels/restaurants/cafes (more than 40% ); 
(b)  northern Europe (Denmark, the Netherlands, 
Finland, Sweden, and the UK) where most start-
ups  are  in  the  service sector (around 50%). For 
hotels and restaurants, closures exceed start-ups, 
the reverse is true for services (except Sweden). 
In  the  neoclassical  view,  the  entrepreneur is  an 
actor  of his  own,  not  determined,  spontaneous 
and endowed with exceptional individual capaci-
ties.  However,  most  research  today  emphasises 
his  'social capital', which enables him to  act as 
an entrepreneur (Boutillier & Uzunidis, 1999). -------------------------------------------------Entrepreneurship and the European employment strategy 
We may distinguish the three following categories 
(Bonnet, 1998): 
(a)  descendants of entrepreneurial milieu; 
(b)  entrepreneurs  by  compulsion  or  adaptation 
(e.g. because of unemployment or precarious 
employment); 
(c)  entrepreneurs by seizing an opportunity. 
4.2.2. Success and  failure 
Research  has  elaborated  a  complex  VIsiOn  of 
enterprise  survival  and  the  related  employment 
effects  (Saporta,  1994).  In  general,  the  survival 
rate five years after business start-up in Europe is 
between  50%  and 60%, with  variations  by  sec-
tors, regions and countries (Figure 3.11;  NB:  no 
data for survival after 5 years are available for NL 
and E). The survival rate in the US is at the lower 
end of the scale. Rapid growth of a newly created 
enterprise is rather an exception. 
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Francoz &  Bonneau ( 1994) have calculated sur-
vival rates in France by sector. Their figures refer 
to SMEs created in 1987 and their survival 5 years 
after (Table  3.11). The highest survival rates  are 
found in household services and agriculture/food 
(more  than  60%).  Hotels,  restaurants  and  trade 
(44%) display the lowest survival rates. 
In Germany, according to  Briiderl (1998) almost 
one third of firms  disappeared within five  years 
after start-up. Of the survivors, only every fourth 
experienced  a  significant  employment  growth. 
Moreover, the speed of firm creations in Germany 
in the  1990s was  slower than in the  1980s (Ner-
linger,  1998).  However,  positive  effects  in  the 
macroeconomic  perspective  should  not  be  neg-
lected.  Those  4%  of  start-ups  with  a  strong 
employment dynamic are the carriers of structural 
change  confirming  Schumpeter's  thesis  of the 
phenomenon  of 'creative destruction  and demo-
graphic turbulence' . 
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Source:  OECD,  1998a, p.  44, based on  European Observatory,  1995, and  Dennis,  1995. 
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!  Sector 
' Hotels, restaurants, cafes 
. Trade 
:Construction, public works 
: Manufacturing 
. Transport, telecommunication 
· Enterprise related services 
Survival rate 
44 
44 
49 
53 
-·--·------------.--··--------. ---- ----·------------------4 
: Agriculture, food  62 
' Household services  66 
...... ------------------ ·-----··--·----------------------.. -------··--------·-·-------·-·-·--·' 
Source: Francoz & Bonneau,  1994. 
Another recent analysis of enterprise start-ups in 
Germany45 shows that the level of aspiration of  the 
entrepreneur-founder is decisive (Hinz & Ziegler, 
1999). Founders who aim for a sufficient income 
may be more sustainable than those who want to 
make  profit - but  the  former  are  less  oriented 
towards  business  growth.  Moreover,  they  con-
tribute less to the creation of  additional jobs. Those 
founders who created a firm because of previous 
unemployment still have lower growth prospects. 
The results indicate further (Hinz & Ziegler, 1999): 
•  that larger sized start-ups have higher growth 
prospects; 
•  that  sectoral  experience  influences  growth 
decisively. 
The survival process is, however, more complex 
than  often  assumed.  Closures  are  not always  a 
sign of 'failure': around 50% of closures in this 
panel occurred because of more favourable alter-
natives for the founder, and around 40% of clo-
sures  were  made  without financial  loss.  Conse-
quently, the equation of 'closure' and 'failure' is 
not always meaningful. 
4.2.3. Enterprise demographies 
Observing  the  'demography' of an  enterprise  -
creation,  development  and  possible  closure  -
requires  longitudinal  studies  or  panel  surveys. 
However,  there  are  several  methodological  and 
practical  problems  concerning  the  definition  of 
45  The  data  are  based  on  the  'Leipziger  Griinderstudie' 
which  accompanied  a cohort  of founders  from  1991  to 
1995. 
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entries, growth and exits of enterprises, also in a 
cross-country comparison (ENSR, 1996): 
•  business start-ups may be a 'pure' new creation,46 
reactivation, take-over, acquisition of an enterprise, 
franchise firms. In some cases, a firm is established 
(by another one) only to receive public financial sup-
port devoted to the creation of a firm. Start-ups are 
defined differently in various countries: some use a 
more narrow, others an extended definition; 
•  the growth or development of a newly created 
firm in the course of time may refer to internal 
(e.g.  numbers of employees) or external  growth 
(e.g. production, market share) or to  contractual 
changes (e.g. cooperation, alliances); 
•  the  closure  of an  enterprise  may  be  due  to 
'pure' closure (complete disappearance from the 
market) or to changes of activity (e.g. sector) or 
of the legal structure; closures may be voluntary 
or involuntary ones. 
Four great questions arise when investigating the 
creation and follow-up  of enterprises  (Trouve et 
al., 2000): 
(a)  which  are  the  new  enterprises  and  which 
processes support their emergence? 
(b)  what are the principal determinants of their 
entry? 
(c)  what  are  the  factors  of influence  on  their 
volatility,  i.e.  their  development  and,  per-
haps, closure? 
(d)  what is the contribution of new enterprises in 
the entire economy, e.g. in terms of produc-
tion and employment? 
Based on enterprise demographies, Eurostat cal-
culated job gains and losses due to enterprise cre-
ations  and  cessations  in  6  European  countries 
(European Commission,  1998c). The results  are 
illustrated in Table 3.12. They show that, in some 
countries, net job gains caused by enterprise cre-
ation and closure are significant whereas, in oth-
ers, job losses extend gains. These data are  not 
representative, however,  and  the  definitions  and 
demarcations vary across countries. 
The European Commission (1998c,  p.  81)  con-
cludes: 
•  'The creation of new firms cannot alone guar-
antee employment growth. During a given year, 
the positive and negative effects of enterprise cre-
ation and closure can compensate each other [ ...  ]; 
46 For example,  'pure' start-ups  accounted  for  57%  of all 
start-ups in France (Trouve, et al., 2000). Entrepreneurship and the European employment strategy 
Country  Enterprise  Employ- Average  Enterprise  Employ- Average  Batance of 
creations  mentin  number  cessations  ment In  number  jobs created 
creations  of jobs  cessations  of jobs  (+) or lost (·) 
(1000)  (1000)  created  (1000)  (1000)  lost  (1000) 
France <a>  274.5  517.2  1.9  306.0  808.5  2.6  -291.3 
Netherlands (b)  24.0  39.9  1.7  16.3  26.5  1.6  + 13.4 
Austria  (c)  0.7  15.3  23.2  0.8  12.4  15.8  + 2.8 
Portugal  90.7  183.5  2.2  44.7  81.9  1.8  + 101.6 
Finland  18.6  71.3  3.8  46.7  82.9  1.8  - 11.6 
(a)  45.4  145.4  3.2  43.6  194.4  4.5  -49.0 
Total  453.8  972.6  2.1  458.2  1203.7  2.6  -231.1 
(a)  Employment in  enterprise creations and cessations with 0 employees has been estimated by Eurostat. 
(b)  Only enterprise creations and  cessations with less than  10 employees. 
(c)  Enterprises with less than 20 employees only partially covered; only industry and construction. 
Source: European Commission,  1998c, p.  85,  based on  Eurostat data; own calculations. 
•  but the employment changes affecting the sur-
viving firms - expansions and contractions - are 
as  important for  growth  as  demographic  events. 
In fact, each economy needs a "pool" of newcom-
ers  whose  survival  may  be  uncertain  but,  once 
achieved, it is  the economic  performance of the 
surviving  firm  which  seems  to  be  critical  for 
employment growth or decline'. 
Moreover,  these  figures  say  nothing  about  the 
employment growth of those  firms  that  survive. 
The  European  Commission  ( 1998b),  based  on 
enterprise data and the Community Labour Force 
Survey, states: 
'Whether [  ...  ] employment stands to  increase by 
more in  particular activities in different Member 
States the higher the share of  employment in SMEs 
is an open question. What is clear from the limited 
data available on changes in employment by size of 
enterprise over time is that the employment growth 
which results from the creation of new enterprises, 
almost all of which tend to be small, is as important 
as that which results from the expansion of  existing 
firms.  [  ...  ] While technical advances, particularly 
in information technology, are tending to  reduce 
the advantages of large-scale production in most 
sectors, it remains the case in a number of areas 
that small firm size is a formidable barrier to being 
able to compete effectively' (p. 88). 
Although  the  database  at  European  level  still 
appears to  be insufficient, and partly not compa-
rable,  it  becomes  obvious  that  SMEs  create  a 
considerable  number  of jobs  but  also  destroy 
many  of them - they  participate  in  the  restruc-
turing of labour markets and in the distribution of 
employment. Maurin (1995) estimated that every 
percentage point of additional net job growth per 
year implies job gains and losses which are 10-15 
times higher in the course of the respective year. 
The smaller the size of enterprises, the more they 
participate  in  the  movements  of  the  labour 
market. 
This confirms Schumpeter's thesis of a 'cre-
ative destruction' with new innovative firms 
entering  and  unsuccessful  ones  leaving  the 
economy. This underlines the need for SMEs 
not only to  survive but also to renew them-
selves continuously. 
However, only  a smaller section of SMEs - the 
'fast  growers'  - contribute  to -the  employment 
performance  of  the  total  aggregate  of  SMEs. 
What characteristics distinguish this minority, and 
what are  the  constraints that impede job growth 
of the majority of SMEs? These aspects will be 
discussed in the sub-section below. 
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demography 
Moati,  Loire  &  Medan  (1997)  published  an 
exhaustive  theoretical  and  empirical  review  of 
international  and  multidisciplinary  aspects  of 
enterprise demography, including microeconomic 
and sectoral aspects. Their main findings were as 
follows. 
•  Concerning creations ex nihilo, the personal-
ity  of the  entrepreneur is  decisive,  in  particular 
his/her  previous  career  and  professional  experi-
ence, his/her capacity to  seize  opportunities and 
to  mobilise resources. This is  the  main focus  of 
research  on  'entrepreneurship' .  Research  has 
shown  that  the  age  and  cultural  capital  of the 
entrepreneur improves the probability of survival. 
This  is  particularly  true  if the  entrepreneur is  a 
former executive manager, engineer etc. (Briiderl 
et  al.,  1992,  for  Germany;  Storey,  1994,  and 
Cressy,  1996, for  the  UK;  Bonneau  & Francoz, 
1995, for France). 
•  Concerning  closures,  the  probability  of 
survival increases with size (Bonneau & Thirion, 
1997, for France; similar results were found for 
the  US  and  Germany,  cf.  Trouve  et al., 2000). 
The close correlation between size  and closure 
can  be  demonstrated  by  the  fact  that  90%  of 
closed  firms  in  France  ( 1996)  employed  less 
than  10  employees.  Other  patterns  related  to 
closure are: the mortality of 'purely' new created 
firms  is  lower  than  for  take-overs;  the  proba-
bility  of survival  increases  with  the  facility  to 
access external funding, and with the  establish-
ment of networks for advise, training and infor-
mation. 
4.2 .3 .2. Technological intensity and 
innovations 
Technologies  and  innovations  are  seen  as  the 
main vectors for the creation, growth and survival 
of  enterprises.  However,  both  concepts  are 
ambiguous.  Technological  intensity  alone  does 
not guarantee the success of SMEs or job growth. 
Equally important are  immaterial investments in 
training, organisation, management and mobilisa-
tion  of resources  (De  Banville & Vennin,  1999; 
Ganne, 1999). 
Although it is  true that large firms conduct more 
R&D, and that research efforts grow proportion-
ally with firm size, some 30% to 60% of SMEs in 
OECD countries can be characterised as  innova-
tive (OECD, 2000a, pp.  11  f.). 
The  notion  of  innovation  is  even  more 
unclear. SMEs in general are no more inno-
vative  than  large  enterprises;  even  for  fast 
growing SMEs, only some possess  superior 
, productivity  or realise  innovative  activities 
(Geroski,  1995).  There  is  no  technological 
determinism,  although  in  some  cases  (i.e. 
during a certain period after start-up) a posi-
tive relation between innovation and survival 
can be found (Cosh, Hughes & Wood, 1996). 
~.  In many cases neither technology nor innova-
tions constitute a distinctive advantage. Much 
more important determinants are the position 
·.  in the market and the value added chain, terri-
torial anchorage, innovative milieus (Julien & 
~  Marchesnay, 1996) and contacts with univer-
sities or research institutes in this region. If 
·.  new enterprises enter into established markets, 
their survival is difficult and their independ-
ence will be threatened. 
4.3. Self-employment 
Research and policy is  increasingly interested in 
self-employment as  a source of job creation and 
an  alternative  to  dependent  work  or unemploy-
ment. 
To  become  self-employed  may  be  the  result  of 
restrictive  job  security  legislation  and  high 
employers'  social  security  contributions,  which 
leads them to  subcontract several of their activi-
ties to the self-employed, even to encourage their 
employees to  work on their own account. This is 
particularly the  case in Italy (see Chapter 3.2 in 
this part), but also in other countries. 
However, legal and fiscal arrangements and defi-
nitions  of self-employment  differ  across  coun-
tries. Thus, for example, in some cases  the  self-
employed  with  employees  are  counted  as  self-
employed,  in  other  cases  as  employees  of the 
enterprise  they  own  (European  Commission, 
1998b).  Liberal  and  academic  professions  (like 
doctors, lawyers, solicitors, barristers, architects, 
writers, etc.)47  certainly  differ from  owner-man-
agers of firms in terms of risk taking, innovative-
ness,  etc.  since  access  to  these  professions  is 
more restricted (e.g. by certificates) and they do 
not operate, to an extent, in competitive markets. 
47  Distinguish  the  English  term  'professions'  from  defini-
tions in other countries. In German, for example, these are 
'Freie  Berufe ',  which  increasingly  include  also  those 
occupations which, at least partly, require a scientific-the-
oretical training (e.g. nursing). 
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· Becoming independent has been encouraged 
·:  and  promoted  by  public  support  measures 
(financial  support,  advice)  for  the  unem-
ployed, people at risk and women. The inten-
tions were to foster innovation, to create jobs 
.- and to reduce unemployment. However, tak-
ing a global view, and according to Eurostat 
and OECD data, a close relationship between 
· these factors cannot be found for most coun-
~  tries at the macro level (Figure 3.12). 
International comparisons reveal a rather different 
scope of self-employment - also due to different 
national definitions. Whereas northern European 
countries show a rather modest share of non-agri-
cultural  self-employment (in  most  cases  around 
or less  than  10%  ), self-employment in  southern 
European countries exceeds 20%, in Greece even 
30%.  In  these  countries,  around  half of all  the 
self-employed are found in trade, restaurants and 
hotels; in the Netherlands, UK and US  only one 
quarter; and in Germany one fifth (Luber, Gangl 
&  Leicht,  1997).  Around  60%  of  the  self-
employed  in  non-agricultural  sectors  in  Europe 
do not employ anyone else but themselves (Euro-
pean Commission, 1998b). 
Table 3.13, based on the Community labour force 
survey  1998,  provides  a  breakdown  of  self-
Self-employment: non-agricultural self-employment 1994 in % of civilian labour force; 
Inventiveness: resident patent applications 1994 per 100 000 population; 
GOP growth: average growth rate (%) of the gross domestic product 1990-97 (for better illustration multiplied by the factor 1  0); 
Unemployment: unemployment rate 1995 (%). 
NB: Countries sorted by inventiveness coefficient. 
Sources: European Commission, 1998b; OECD, 1998a. 
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Sector  Men and  Men  Women 
women 
Agriculture  16.7  16.9  16.0 
Industry  22.5  27.4  9.3 
Mining and quarrying  0.1  0.1  0.1 
Manufacturing  10.6  11.7  7.8 
Electricity,  gaz,  water supply  0.1  0.1 
Construction  11.7  15.5 
Services  60.3  55.4 
Wholesale and retail,  repair  22.4  15.3 
Hotels and restaurants  5.9  5.0 
Transports,  communication  4.5  5.6 
Financial intermediation  1.6  1.7  1.3 
Real estate,  business activit.  11.7  12.0  10.8 
Public administration  0.1  0.1  0.2 
Other services  14.2  9.7  26.5 
responses  0.4  0.3  0.8 
All in  self-employment  100.0  100.0  100.0 
(Total,  in  1000)  22423 
Source: Eurostat 2000:  Community labour force survey 1998. 
employed by industrial sectors and gender in the 
EU. The figures display the above average impor-
tance of services for  self-employment as  well as 
the  relatively  high  proportion  of self-employed 
women in the services sectors. 
In most European and OECD countries the share 
of self-employment decreased or remained more 
or  less  constant  over  the  period  1975  to  1998 
(Table  3.14, incl.  agriculture). Exceptions  show-
ing increasing shares - most of which are slight -
are Germany, the Netherlands and Sweden. 
The  different weight of agriculture  in  European 
countries and of the self-employed people in this 
sector, however, biases this pattern. If  agricultural 
self-employment  is  excluded  (OECD,  1998a, 
p. 45; figures were available until 1994-95 only), 
the  pattern, and  in particular the  relative impor-
tance, of self-employment over time changes sig-
nificantly. In most countries, over the period 1980 
to  1994/95,  non-agricultural  self-employment 
shows a more or less marked increase (in particular 
in B, D, E, NL, P, FIN, S, UK, CZ, CA) or remains 
unchanged. The only exceptions, where rates tend 
to fall, are France and Luxembourg.lt is interesting 
to note that in Japan, too, the rather low non-agri-
cultural self-employment rates tend to decrease. 
What is less obvious and well documented is that 
self-employment is positively correlated with the 
15.8  15.2  15.4 
--~~  ~~.--~~  --·""'·~- -~- ~---·-···-··. 
14.8  15.9  16.1 
13.9  9.9  9.5 
9.4  9.2  8.9 
37.7  36.0  34.8 
21.0  22.6  20.9 
France  14.4  12.6  12.9 
Ireland  24.4  21.5  22.6 
Italy  29.5  24.1  24.3 
Luxembourg  15.8  9.4  9.5 
Netherlands  10.3  9.1  10.0 
Austria  13.7  11.3  11.3 
Portugal  27.7  26.2  25.8 
·----~-~---------
Finland  14.7  14.1 
Sweden  7.2  9.5  9.3 
United Kingdom  8.1  11.4  13.4 
(a)  % of total employment, incl. agriculture; 
(b)  1998 incl.  the new German Lander, 
(c)  1997. 
Source: European Commission,  1999c. 
14.7 
15.4 
8.4 
10.0 
32.5 
20.2 
10.9 
19.5(c) 
24.4 
8.8 
10.8 
11.0 
26.4 
14.0 
10.9 
12.1 
level of skills. Thus, for example, in 1995 the self-
employed without employees (together 11.5%  in 
the EU) had the following educational levels: 
ISCED 0, 1, 2  7% 
ISCED 3  28% 
ISCED 5, 6, 7  65% 
This positive correlation is even more pronounced 
for  the  self-employed  with  employees  (source: 
Pfeiffer & Falk, 1999, based on Eurostat data). 
Apart from  these quantitative developments, the 
internal structure of self-employment is changing. 
In Germany and other countries there is  a growth 
of self-employment in modem, knowledge-inten-
sive  services  and  liberal  professions  (Luber, 
Gangl &  Leicht, 1997; Granato &  Leicht, 1996). 
Another changing pattern refers to the increasing 
share  of  self-employed  university  graduates, 
women and foreigners. 
Does this upward tendency reflect a new 'spirit of 
enterprise' or 'entrepreneurial culture'? Trouve et 
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al.,  (2000)  doubt  this,  referring  to  policies  of 
large  firms  to  downsize  their  activities  and  to 
pressures on unemployed and former employees 
to become self-employed ('forced independence'; 
Granato &  Leicht, 1996). These activities do not 
always create new jobs. 
Investigations  in  Spain  (Carrasco,  1997)  reveal 
that the situation in the labour market, and in par-
ticular  job  rationing,  and  the  characteristics  of 
individuals, in particular their former position, are 
most influential  in  the  decision  to  become  self-
employed. An unfavourable labour market situa-
tion may  increase the  probability - in particular 
for  unemployed  and  lower  skilled  people  - to 
become  independent.  However,  the  enterprises 
created by these people experience more difficul-
ties than enterprises created by former employed 
persons. 
This is particularly true in the absence of public 
support  measures.  Several  countries  have  rein-
forced these measures in the past decade and were 
rather successful (Bogenhold & Schmidt, 1999). 
Most industrial countries have established pro-
grammes for business start-ups by the unem-
ployed, especially the long-term unemployed. 
However, their intensity  and  success  varies. 
The  relatively  small  participation  in  these 
measures-on average around 5% of  the unem-
ployed-may be due to the fact that the psycho-
social effects of  long-term unemployment tend 
to  weaken  the  willingness  to  become  inde-
pendent (for the aspects of psychological and 
cultural exclusion see also Vranken &  Frans, 
2000, and Part 4, Section 4 .1.3 .2 in this report). 
Moreover, most participants intended to set up 
their own business anyway, even if not to that 
extent or at a later date. 
This dead-weight effect is shown by evaluations of 
the  German  'bridging  allowance'  programme 
(Uberbriickungsgeld).  However,  apart from  this, 
the cost-efficiency is relatively high because most 
of the  participants - if they  do  not remain  self-
employed - found  long-term employment after-
wards.  Tailor-made  support, advice  and  training 
will increase the survival rate significantly. Thus, 
for example in Germany, 70% of formerly unem-
ployed participants remained self-employed after 
three  years.  Furthermore,  around  half  of these 
employ at least one additional employee (WieBner, 
1998a, b). Similarly successful are the respective 
programmes in the UK and US. In France, a former 
__  Entrepreneurship and the European employment strategy 
programme of capitalising unemployment benefits 
proved to be too expensive and was replaced by a 
more comprehensive programme. 
Finally, research shows that the borders between 
dependent  and  independent  work  become  more 
and more fluid. Marchand (1998) points to exam-
ples in the UK and Sweden where, due to exter-
nalisation of activities and subcontracting, a new 
category  of people  emerges.  These  are  former 
employees  who  were  encouraged (or forced)  by 
their employer to become independent, but con-
tinue  working  exclusively  for  the  former  enter-
prise.  Although  formally  'self-employed',  they 
are  at the margin of employed persons with dif-
ferent patterns of risk and chances. 
In  Germany,  the  debate  on  these  'quasi  self-
employed' had started already in the early 1990s; 
one of the most comprehensive empirical studies 
was carried out by lAB (Dietrich, 1996, 1998). A 
number of criteria have been used to define 'quasi 
self-employment'.  Three  criteria  appear  as  the 
most important ones: 
(a)  personal  dependence,  i.e.  being  subject  to 
directions in terms of place, time or contents; 
(b)  integration  into  the  organisation  of  the 
orderer, e.g. in terms of cooperation with staff 
or use of working materials of the orderer; 
(c)  entrepreneurial risk, e.g. no firm organisation, 
only one orderer, no appropriate distribution 
of opportunities and risks (no entrepreneurial 
freedom to act locally, to organise time, to find 
own customers, to set prices, etc.). 
Dependent on these criteria and additional indica-
tors, the  share  of 'quasi  self-employed' in  Ger-
many is located in an area up to 3.2% of the total 
labour force. Within this grey area, 0.6% to  1.4% 
can  unambiguously  be  defined  as  'quasi  self-
employed'  (Dietrich,  1996).  The  discussion  on 
this  issue  in  1999  has  led  to  a  law  concerning 
'quasi  self-employment'  which,  however,  was 
subject to strong dispute. 
4.4. Social enterprises 
4.4.1. Non-profit organisations 
The OECD (1998a, 1999d) identifies new forms of 
entrepreneurship within the 'new social economy', 
i.e.  the  non-profit  sector  (or  the  'third'  sector) 
between  the  State  and  the  market.  Non-profit 
organisations (NPO) are characterised by a mix of 
commercial and non-commercial activities and by 
close  interaction  with  public  policy.  They  meet 
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needs that are not, or only partly, met by the public 
sector or the market. Most of these organisations 
have a social objective, e.g. to help low skilled or 
unemployed  people  back into  work,  to  become 
self-employed or, more  generally, to  foster local 
and  regional  development  through  networks 
including public authorities and private firms. 
However, the definition and demarcation of NPOs 
and social enterprises varies across countries. And 
there is  little information on their economic and 
employment patterns. Based on an analysis of the 
John  Hopkins  University  for  several  countries, 
Archambault ( 1996) shows that NPOs contribute 
between  1%  and  7%  to  total  employment; 
equally, their share of public funding differs con-
siderably across countries (Table 3.15). 
Some features of NPOs are described in Box 3 .15. 
Box 3.15: Non-profit organisations (NPOs) in the 
'new social economy' 
Companies in  the  non-profit sector are the result of 
individual  or  collective  initiatives  to  introduce  new 
practices or break through bottlenecks for which tra-
ditional  systems  and  established  norms  have  no 
satisfactory  solution  (Lorthiois,  1996).  In  particular, 
social  enterprises  within  this  sector  generate  new 
skills  and  new  jobs,  aiming  to  integrate  people  at 
risk  (low  skilled,  long-term  unemployed,  ethnic 
minorities) into the local and regional labour market. 
They  create  new  services,  most  of them  of public 
interest,  such  as  social  action,  coaching  for school 
children,  care for the  elderly,  environmental protec-
tion,  cultural  development.  Others are development 
agencies supporting new business start-ups or help-
ing  the  unemployed  to  become  self-employed, 
thereby  involving  banks,  investors,  authorities  and 
national and  international organisations. The  'entre-
preneurs'  of social  enterprises  are  similar to  tradi-
tional  entrepreneurs,  except  for  their  capacity  to 
earn or distribute financial profits. 
In summary,  NPOs are seen as new fields of ideas, 
experiments  and  innovations.  'Entrepreneurship  in 
the social economy adds extra value for the produc-
tion  of goods  and  services  by  its  ethical  approach 
and  its  contribution  to  social  cohesion  and  sustain-
able development' (OECD,  1998a, p.  123). 
Source: OECD,  1998a; see also:  OECD,  1999d. 
4.4.2. The 'new social economy' 
The classical definition of the  social economy is 
that  it  'brings  together  the  economic  activities 
generated  by  cooperatives,  mutual  insurance 
organisations and associations with the following 
ethical principles: 
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Hungary  0.8  21 
Italy  1.8  42 
r--
Japan  2.5  38 
Sweden  3.0 
United Kingdom  3.5  40 
Germany  3.7  68 
France  4.2  59 
United States  6.8  29 
(a)  Percent of total employment; 
(b)  Percent of total funding sources. 
Source: OECD,  1998a, based on Archambault,  1996. 
•  service to  the members or to the community 
rather than profit; 
•  autonomous management; 
•  democratic structure; 
•  priority of labour and people over capital in 
the sharing of  profits' (Defoumy, 1997, p. 51). 
The definition of 'new social economy' is a com-
bination  of criteria from  the  classical  definition 
and  of new  elements. The  latter can  largely  be 
inferred from  historical developments, and more 
particularly  from  the  renewed  interest  in  the 
1970s (see for the following discourse Vranken & 
Frans, 2000, Chapter 1.2 .1). 
These  organisations  are  involved  in  economic 
activity  but should  neither belong  to  the  public 
nor to  the private sector. This positioning of the 
social economy remains  one of the most impor-
tant identifications of the third sector. 
Complementary  to  their  economic  objectives, 
these  organisations  wish  to  accomplish  social 
objectives which cannot be solved by the public 
sector. The 'old social economy' attempted to meet 
needs such as:  savings and credit; social housing; 
consumer goods; social and medical care; culture, 
information  and  press;  mutual  and  cooperative 
insurance; and employment. Organisations of the 
'new social economy' are found in different sec-
tors: ethical savings and investments; renovation; 
recycling; new care needs; and employment (for a 
review  of case  studies  in  European regions,  see 
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Present initiatives focus  most of their atten-
. tion on the unemployment problem by creat-
. ing employment, providing training and tak-
- ing special care of people at risk. In industri-
alised countries a growing number of cooper-
'  atives,  associations  and consumer organisa-
'  tions  are  being  established with the  aim of 
· social integration through labour and at local 
levels, often also linked with environmental 
· objectives.  In  this  way,  social  enterprises 
have  absorbed  a number  of functions  from 
the public sector, which is increasingly with-
: drawing from certain areas of social life. 
Box  3.16:  TSER  project  'New  employment 
opportunities  in  the  third  sector.  An  evaluation 
of innovative  policies  for  social  integration  in 
Europe (NETS)' 
The aim  of this project is to  identify the contribution 
to  social  integration  and  employment  creation  in 
Europe  which  may  come  from  what is  called  'third 
sector'  (non-profit,  socially  useful  activities  also 
known as 'third system', 'social economy'). Their job 
creation  potential  and  their  ability  to  address  new 
needs  will  be  assessed,  and  alternative  policy 
actions  will  be  evaluated,  considering  their  eco-
nomic efficiency  and  effectiveness,  and  the  impact 
on  social integration. 
The  survey  is  carried  out in  three  European  coun-
tries - Germany, Italy and Spain. 
Coordinator:  M.  Mellano,  Universita  di  Roma  'La 
Sapienza', Italy. 
E-mail: mellano@scec.eco.uniromal.it 
In addition, the  new  social economy  has  kept a 
number of criteria of the classical definition. First 
of all, service to  the members or the community 
is still taking precedence over profit making. The 
pursuit  of a  democratic  structure  is  considered 
equally important. Because most of the organisa-
tions are created from the bottom, it can also be 
assumed that the principle of management auton-
omy is preserved, even though it will appear that 
contemporary forms  of social economy often do 
not match this criterion. 
On the basis of the above definitions, a number of 
criteria can be  formulated  to  distinguish  social-
economic organisations from  other organisations 
(Vranken & Frans, 2000): 
•  engagement in economic activity; 
•  social  objectives,  such  as  integration  of  the 
socially excluded, the unemployed and the poor; 
•  ecological objectives; 
•  provision of services that respond to a pressing 
individual or collective need, neglected by the 
public sector; 
•  labour takes priority over capital; 
•  autonomy of the management; 
•  establishment of a democratic structure; 
•  bottom-up foundation of the organisation; 
•  legal  form  typical  for  the  social  economy: 
cooperative  society, mutual insurance organi-
sation,  non-profit  organisation,  registered 
charity. 
I 
Most important are the ftrst two criteria. An 
initiative that is not engaged in an economic 
activity and does not pursue social objective 
. does not belong to the 'new social economy'. 
4.5. Training for independence 
A  number  of research  studies48  investigate  the 
links  between  management  training  and  the 
performance  of  SMEs/self-employed,  e.g.  in 
terms  of  survival,  profitability,  growth  and 
employment creation (for an overview see Trouve 
et al., 2000). 
The results  are  not always convincing, however. 
Thus, for example, Cosh et al. (1998), based on a 
survey  of 1  ,640  SMEs  < 500  employees  in  the 
UK  (1987-90,  1990-95)  correlate  the  formal 
training  of  SME  managers  with  growth  and 
employment  indicators.  They  found  that  the 
formal  training  of managers  influences  survival 
and performance in some groups of SMEs and in 
some  periods  only,  but  not  in  other  groups  or 
periods. 
Although  some  authors  found  only  weak  links 
between  manager  training  and  economic 
performance  (e.g.  Westhead  &  Storey,  1996) 
most  studies  indicate  that  technological  know-
how,  high qualifications and specific knowledge 
in the business  segment is  a condition sine  qua 
non  for  success.  Success  or  failure  are  less 
dependent on financing and access to capital than 
on human resources. This includes the know ledge 
of local markets and the integration in networks 
with  other  firms  and/or  with  universities  and 
research institutes. 
48  See for  empirical evidence  of training  of self-employed 
(based on CLFS data) also: European Commission, Euro-
stat & Cedefop, 1997. 
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This  calls  for  a  targeted  supportive  policy 
which attaches an equal importance to infor-
mation, advice, training and mentoring as  to 
financial  aspects  and  the  removal  of legal 
and administrative barriers. Targeted support 
means considering the field of business activ-
ity, the region, sector, kind of business, inte-
gration in incubator or business parks as well 
as  age, sex,  qualification  and  work  experi-
ence of the applicant. Tailor-made advice and 
training programmes  are  nowadays  an  inte-
grated element in  almost  all  European pro-
grammes for business start-ups. 
From  an  education  and  training  point  of view, 
however, it  should be  considered whether entre-
preneurship  and  self-employment  should  be 
imparted much earlier, in compulsory schools and 
initial training. As mentioned above, 'to act inde-
pendently' is  a key  competence  which  plays  an 
increasing role not only for entrepreneurs but in 
all spheres of working life and beyond. 
The  following  sections  present  less  sound 
research results but some examples and ideas of 
how to impart an  'entrepreneurial spirit' in educa-
tion and training. We will concentrate on schools 
and initial and continuing training, although most 
start-up  initiatives  are  found  at  universities  and 
business academies. 
45.1. Compulsory schools 
The  basis  for  independence  should  already  be 
systematically imparted in compulsory schools. 
Planning  and  performing  of small  projects, in 
teams and with changing roles, the takeover of 
different functions at school and a joint evalua-
tion of the reasons for greater or lesser success 
could  be  the  first  steps.  A  less  successful 
outcome  should be  seen  as  a  learning  ex  peri-
ence.  Besides  independence,  the  objective 
would  be  to  further  motivation  and  self-confi-
dence, especially for those boys  and  girls  who 
are  more  reticent  or struggle  to  integrate  into 
the  class  community  (e.g.  children  of  immi-
grants). 
Similar activities  are  being initiated in sev-
eral countries, although with different inten-
sity. An exchange of experience at the Euro-
pean level would be very useful. This type of 
project  pedagogy  is  also  one  of the  most 
appropriate for the acquisition of key qualifi-
cations and social competences. 
200 
As  children get older, but while they  are  still of 
compulsory school age and before the entry into 
vocational  training,  contacts  with  the  world  of 
work  could  be  established,  intensified  and  sys-
tematically  carried  out.  'Snoop  visits'  to  local 
firms could be a first step, but should be followed 
by more continuity of contact. Active observation 
of a team in a workshop or department of a firm, 
insight into the duties of managers as  well as  in 
their biographies  and  conceptions  could help  to 
reduce the distance between school and work, as 
could holiday work and subsequent assessment at 
school. 
45.2. Secondary level and initial training 
At secondary education level or in initial training, 
entrepreneurial independence could be developed 
further. Up to this stage, the aims were to learn to 
act  independently,  to  gain  self-confidence  and 
social  competences,  as  well  as  to  gather  first 
impressions of the world of work. 
At  the  age  of around  15-20  years,  the  option 
'entrepreneurship' would become an occupational 
goal  in  its  own  right.  General  or  vocational 
schools, or even enterprises - as  far  as  training 
takes place there - could make substantial contri-
butions  towards  achieving  this  goal.  Thus,  for 
example, a considerable number of training enter-
prises  in  Germany  prepare  apprentices  for  self-
employment, although  this  is  not explicitly pro-
vided for by training regulations. 
At secondary level, small business projects could 
be carried out at  schools, such  as  printing of T-
shirts,  making  of toys,  organisation  of parties, 
computer  advice  or  delivery  services.49  An 
overview of some recent good practices in Europe 
and the US  is provided by BMBF (2000). Exam-
ples for these types of project training follow. 
•  In the 'Junior' project of the German Working 
Group  School-Economy  (Arbeitskreis  Schule-
Wirtschaft) young people aged between 15 and 20 
years create a small business of  their own for a lim-
ited period. Attended by the Institute of German 
Employers  (IW),  teachers,  local  authorities  and 
associations, students sell share certificates (e.g. to 
relatives and friends) and deposit them at a bank. 
They have their 'firm' registered and come to know 
their success after termination of  the project. 
(more information: http://www.iw.junior.de) 
49  In  most  countries, arrangements  have  to  be  made  with 
trade and tax offices or other authorities; this is sometimes 
a serious obstacle for such initiatives. •  In  Austria,  there  are  two  types  of training 
entrepreneurship for young people aged between 
15 and 19 years. One is the 'training firm' at sec-
ondary commercial schools. A training firm is  a 
simulation  model  and  pupils  have  to  deal  with 
real  life  business  scenarios.  The  second  model, 
'Junior  Enterprises',  is  implemented  at  general 
secondary schools and deals with real money and 
goods  for  services  (school  newspapers,  etc.), 
including  some financial  risk.  Both projects  are 
implemented  in  cooperation  with  industry  part-
ners  who  share  their  business  experience  and 
sponsor office technology (Altrichter, 2000). 
•  In Scotland, various programmes aim to pre-
pare  young  people  for  becoming  self-employed 
(e.g.  'Young  Enterprise',  'Achievers  Interna-
tional', 'Go for Enterprise!', 'Enterprise Infants'). 
The 'Industry and Enterprise Awareness for Teach-
ers  and  Schools'  is  a  programme  where  3,600 
teachers over three years will undertake a ten-day 
placement in business, learning  about enterprise 
and industry (for an overview see Me  Vie, 2000). 
•  Other countries have initiated similar models; 
in most cases simulations of a business, team work 
projects, mapping exercises or role games, learning 
offices, model projects and the like. It is  seen as 
important that these  activities  largely  take  place 
outside the classroom, in a real business environ-
ment and with concrete learning experience. At this 
age,  the  'internal  aspects'  of  entrepreneurship 
should  be  furthered  by  constructive  - not  by 
instructive - learning and by experiential learning 
in order to develop creativity, motivation, initiative, 
self-confidence, risk-taking and cooperation.50 
However, as  underlined by the  Finnish initiative 
to  integrate entrepreneurship  in school develop-
ment plans (Ojala & Pihkala, 1994, pp. 10 ff.), the 
didactic  objectives  should be more far-reaching. 
The learner should be made aware of the impor-
tance  and  purpose  of entrepreneurial  independ-
ence  as  a  part  of society's  welfare  and  he/she 
should  perceive  the  potential  conflict  between 
nature and material prosperity. He or she should 
know about the importance of sustainable devel-
opment, and about the significance of uncertainty 
in entrepreneurship as well as in society. Together 
with useful information on the 'occupation: entre-
preneur'  ('external  entrepreneurship')  he/she 
acquires  the  basic  know  ledge  and  competences 
relevant for the creation and success of a firm. 
5°  For  a  more  general  discussion  on  the  development  of 
(key/core) competences for new types of jobs, see Part 2, 
Chapter 2 in this report and Onstenk, 2000. 
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4.53. Training for business start-ups: 
national and EU programmes 
In most  countries,  the  concrete  advice,  support 
and  training  of the  potential  business  starter  is 
primarily done within higher education or contin-
uing  training  measures.  The  latter  provide  spe-
cific seminars and courses organised by the State 
or  regional  authorities,  federations  and  profes-
sional associations, etc. Many of these measures 
are  supported by  the  European Commission, in 
particular  in  the  framework  of  the  European 
social  and  regional  funds  (for  an  overview  on 
European  activities  see  Faden  &  Magnusson, 
eds.,  1999a, b;  Tessaring, 2000; for  an overview 
of activities in the past see Letowski et al., 1994). 
4.5  .3 .1. Design of  programmes 
A basic precondition is the existence of a business 
idea and a business plan. A business plan describes 
the idea, contains a market analysis and indications 
of  expected costs, turnover, revenues and financing 
as well as the legal, fiscal and other conditions and 
future perspectives. In most countries which pro-
vide financial support for start-ups, the evaluation 
of a business plan is delegated to external compe-
tent bodies. These could be chambers, tax or man-
agement consultants, banks, etc., but also  a jury 
expressly established for that purpose. 
Numerous programmes exist in EU countries that 
cannot be described here in total. In general, the 
objectives  of  these  programmes  are  changing 
from  more  general  and  unspecific  to  targeted 
measures. The following aims- which are partly 
overlapping - can be distinguished: 
•  promotion  of entrepreneurship  in  innovative 
and high-tech  areas,  particularly  in the  serv-
ices sector; 
•  promotion of young adults, of women, of the 
long-term unemployed; 
•  promotion  of  the  disadvantaged,  including 
immigrants existing in the shadow economy; 
*  promotion of the environment for start-ups, for 
example by science pares, technology centres, 
mentoring,  business  angels,  incubators,  one-
and first stop shops, etc. 
!~~i~~::,~~~~bs~~~ui~:n:  -d:~~7~P~:~~:;~~~~: I 
tors  typically  seek  to  provide  workspac~: ~ften on  I 
preferential and flexible terms, f?r a spe.c1f1c Industry I 
or type of firm, while concentrating spat1ally the sup-
ply of utilities,  services,  facilities  and  equipment.  In 
1 
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addition  to  workspace,  the  services  provided  by 
incubators  can  include  various  forms  of  business 
planning  and  managerial  advice,  office  facilities, 
finance  and  accounting,  access  to  business  net-
works,  and  legal  services' (OECD,  1999b,  p.7;  this 
publication also gives an overview of business incu-
bation  practices  in  Australia,  Germany,  Italy,  the 
United Kingdom and the  United States). 
In general, these programmes are local or regional 
initiatives  with  a  number  of local  stakeholders 
cooperating. Many programmes are supported by 
the European structural funds. 
The  success  of those  programmes  depends  on 
several conditions that are, at the same time, chal-
lenges for a future tailor-made policy: 
•  at regional and local level, monitoring is nec-
essary to identify skill deficits and training needs 
as well as the requirements of the local market; 
•  training  should  be  targeted  in  terms  of the 
sectors  and  markets  where  start-ups  are located, 
as  well as  in terms of the skills and professional 
experience of the entrepreneur; 
•  measures should, as far as possible, take place 
outside the classroom; they should provide practi-
cal experience and  should be of a short-term as 
well as  a longer-term nature; 
•  training  should not be finished  after start-up 
but  continuing  training  should  be  provided.  In 
many cases, the enlargement phase of a success-
fully  established  firm  is  more  crucial  than  the 
start-up itself; 
•  practitioners, in  particular successful  entre-
preneurs  in  the  region,  technical  experts  or 
retired managers, should be convinced to act as 
mentors; 
•  networks, cooperations and partnerships with 
larger firms, with other entrepreneurs and with uni-
versities and research centres should be established 
and  developed;  science pares, incubator models, 
technology centres, etc. are suited to exchange of 
experience, to cost saving costs and to creation of 
synergy effects. 
--------------------. 
Box 3.17:  Promotion of women entrepreneurs 
Increasing  attention  is  paid  to  the  promotion  of 
female entrepreneurs or women-owned SMEs. They 
are reported to be growing at a faster rate than total 
economies in several OECD countries. 
However,  it  is  difficult  to  determine  the  number of 
women  entrepreneurs  from  official  statistics.  Avail-
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able  data  for  EU  countries  {1996)  show  that  the 
share  of  women  employers  and  female  self-
employed  ranges  between  20%  (Greece)  and 
roughly  30%  (UK).  These  shares  tended,  since 
1990, to  significantly increase in  Germany,  Norway, 
Italy,  Spain and the  UK. The other countries display 
a more or less constant or even decreasing trend (in 
Finland and Sweden). 
The great majority of women-run businesses are in 
the service sectors, in particular in retail, beauty and 
skin-care business and professional services. 
There  are  several  obstacles  to  women  starting  an 
enterprise,  which  are,  at  the  same  time,  starting 
points  for  targeted  policy  measures.  In  particular, 
those measures should facilitate women's access to 
capital and foster the motivation of women to partic-
ipate more in technology,  natural science, engineer-
ing and computer programming studies (in particular 
in higher education). 
Source: OECD,  1998e, 2000a. 
I Box 3.18:  TSER project 'Self-employment activi-
1  ties  concerning  women  and  minorities:  their 
I 
success  or failure  in  relation  to  social  citizen-
ship policies' 
The project focuses on  the  evaluation of social citi-
zenship policies in relation to self-employment activ-
ities  implemented  by  Member  States  of the  Euro-
pean Union. 
The research  is  based  upon the explicit hypothesis 
that active social  integration  policies,  aiming  at the 
promotion of self-employment of unemployed women 
and migrant minority members, can only be success-
ful if their specific socialisation under unstable biogra-
phical  and  work conditions  is  recognised  and  com-
pensation is provided for their discontinuous working 
careers. The empirical methodology of this project will 
challenge this hypothesis through the systematic col-
lection of life histories and work histories from sam-
ples of women and migrants who participated in pro-
grammes geared to active social integration. 
The  project  intends  to  establish  a  Europe-wide 
research  infrastructure  with  the  instruments  of  a 
common  database and  software training  in  qualita-
tive data analysis. 
Coordinator.  U.  Apitzsch,  University  of  Frankfurt, 
Department of Social and Political Science,  Institute 
for Socialisation  and  Social  Psychology,  Germany. 
E-mail: Apitzsch@soz.uni-frankfurt.de 
4.5  .3 .2. Activities of  the European Commission 
For some  time,  national  and  local  initiatives  to 
foster  entrepreneurship  have  been  supported  by 
the  European  Commission,  in  particular  by  its 
structural  funds  and  by  the  social  and  regional 
funds. In  addition, concerning general and voca-tional  training  and  research,  the  Leonardo  da 
Vinci, Socrates  programmes  and  their predeces-
sors, and the TSER programme, launched several 
projects in this respect. 
After  the  Luxembourg  summit,  based  on  the 
Amsterdam Treaty, and subsequently in the  G8-
conference  in  London,  entrepreneurship  was 
identified as one of the four pillars of the Euro-
pean  employment  strategy  and  of employment 
guidelines; the national action plans elaborated on 
these.  Particular issues  are the removal of legal 
and administrative barriers, access to capital, cre-
ation  of a  conducive  environment for  entrepre-
neurship and of networking, and- somewhat gen-
eral -the 'reform of education and training sys-
tems' in the framework of Leonardo and Socrates 
programmes.  Foden  &  Magnusson  (1999a,  b) 
provide an overview of the European strategy. 
The European Commission developed a number 
of  activities  that  cannot  be  described  here  in 
detail, though examples are given. 
The task force BEST (Business environment sim-
plification) recommended a number of measures 
to support firms and in particular SMEs. For ini-
tial and continuing training, these are: 
•  the restructuring of training systems for better 
adaptation to local needs and skills; 
•  the establishment of a Business education net-
work  (BENE)  for  mutual  exchange  between 
training organisations and firms and to identify 
best practices; 
•  training incentives for SMEs; 
•  the identification of training needs of potential 
entrepreneurs and of SMEs; 
•  the redrafting of the Leonardo II programme 
in  terms of more participation by enterprises 
and to foster flexible training forms. 
The European Commission adopted these recom-
mendations  and  started  the  action  plan  NOW 
which includes the promotion of entrepreneurship 
and the improvement of competitiveness. In addi-
tion,  and  in  parallel  to  the  'dialogue  with  citi-
zens', the Commission also implemented a  'dia-
logue with the economy'. 
The  Joint  Research  Centre  of the  Commission 
launched a programme of seminars which lead to 
a 'certificate in entrepreneurship'. 
Additional  up-to-date  information  on  numerous 
related  programmes  and  initiatives  can  be 
obtained through the EU server 
http://www.europa.eu.int . 
4.5  .3 .3. Good practices at national level 
At national level, an immeasurable number of ini-
tiatives  has  been set up  in recent years. A good 
overview is presented by investigating the annual 
national action programmes which also are avail-
able  at  the  EU  server  (www.europa.eu.int).  The 
contributions to Foden & Magnusson, eds. (1999a) 
provide an overview of related activities in the UK 
(Winterton &  Summers, 1999), Italy (Palmieri & 
Ricciardelli, 1999), the Netherlands (Hemerijk & 
Kuin,  1999),  Germany  (Bogenhold,  1999)  and 
Denmark (Schmid, 1999). For an overview of best 
practice policies for SMEs see also OECD, 1998b. 
Some examples are: 
•  the  'adoption model' in Greece, where local 
intermediary large enterprises  are  encouraged to 
provide training for women and to instruct them 
for  the  start-up  of a  small  enterprise.  The new 
firm is  'adopted' by the large enterprise, provid-
ing capital and support by the management; 
•  support models  are  launched in  Greece  and 
Italy to promote self-employment of immigrants 
and workers in the shadow economy;s 
•  the successful implementation of 'Law 44' in 
Italy to  support young entrepreneurs. The Italian 
model  received  the  price  for  'best  practice  in 
Europe' (Box 3.19); 
Box 3.19: Legge 44 in Italy 
The  Legge su/1'/mprenditoria/ita  Giovanile  (Law  on 
junior  entrepreneurship)  was  established  in  1986 
and  is  seen  as  the  most  important  initiative  for 
young business starters in  Italy.  It  is carried  out by 
an  agency  (IG  Spa.)  owned  in  its  majority  by  the 
State and provides a broad scale of services for the 
specific  needs  and  problems  of young  entrepre-
neurs  aged  between  18  and  35  years.  This  starts 
with the support of entrepreneurial culture and ends 
with  the  cooperation  with  local  authorities  and  the 
transfer of information  to  schools  and  universities. 
The  IG  Spa.  provides  favourable  financial  means; 
training  is  done  by  a  qualified  management  and 
vocational training institutions. 
In  addition, the  IG  Spa.  organises the  mentoring of 
entrepreneurs  based  on  the  understanding  that 
entrepreneurship  can  best  be  imparted  by  experi-
enced  entrepreneurs.  A  mentor  is  an  established 
company  which  provides  support  at  first  free  of 
costs,  later on  a commercial  basis  and  takes  over 
advice  for  the  whole  period  of credit  repayment. 
Moreover, the mentor offers help for business plans 
and for the assessment of business ideas by a jury. 
Since its introduction in 1986, around 5,000 business 
plans have been evaluated, resulting in the creation of 
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1,000 new firms and of 25,000 new jobs. The survival 
rate after 3 years is 81%, above the national as well as 
the European average. Legge 44 has been enlarged  · 
in the course of time and today also contains promo-
tion for women. New initiatives are envisaged for the  . 
takeover of risk companies by employees. 
Source:  OECD,  1998a;  for  more  information  see: 
www.opportunitalia.it . 
•  in  Italy,  several  model  projects  have  been 
started  in  the  frame  of territorial  employment 
pacts.  They  include  exchange  with  other  Euro-
pean regions on experiments for new occupations 
and for the promotion of self-employment, as, for 
example,  the  'Patto  Territoriale  del  Miglio 
d'Oro'; 
•  technology parks  in Italy  and in the  Basque 
province (Spain) support SMEs in implementing 
new technologies and work organisation; 
•  in Portugal, a network of local partners aims 
to  set up  service firms  in the neighbourhood of 
'run-down' quarters of large cities; 
•  in Sweden, cooperatives have been created for 
unemployed  or  excluded  people  who  work  in 
'work centres' as employees or as self-employed. 
They meet local needs that are not yet covered by 
established firms.  The centres  also  provide  ICT 
training and advice; 
•  programmes in Germany launched by the Fed-
eral  Employment  Service  aim  to  foster  self-
employment of the (long-term) unemployed; these 
measures were rather successful (WieBner, 1998a, 
b). A comprehensive overview on other activities 
concerning entrepreneurial training in Germany is 
given by INMIT & IFM Bqnn (1997); 
•  the  'New Enterprise  Strategy' in  the  United 
Kingdom is a partnership between public and pri-
vate organisations in particular for the support of 
target groups; 
•  in Belgium (Wallonia), the  project  'Business 
Angels  in  Wallonia'  (WABA  - www.waban.be) 
supports young entrepreneurs in terms of training, 
access to capital and management; 
•  'Plato 100' in Belgium is a consultancy initia-
tive where the managers of large local firms give 
advice  and  support  smaller  enterprises  in  their 
enlargement process (  www  .honet.be); 
•  sectoral  projects  (e.g.  in  logistics  in  the 
Netherlands  and  in furniture  design  in  Finland) 
aim  to  support  start-ups  and  training,  plus  the 
establishment of cooperation networks; 
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•  in  France,  the  Non-Governmental Organisa-
tion  'Ouest  12' provides  advice  and  support  to 
SMEs and craft enterprises and equally accompa-
nies new business projects. 
4.6. Conclusions 
Business creation and subsequent success or not 
are highly dependent on the personality of the 
entrepreneur. However, most characteristics that 
are seen as distinctive for an 'ideal' entrepreneur 
are also required from a 'modem' worker: to be 
innovative and creative, to take initiatives, fore-
sight,  aptitude  for  organisation,  independence 
and personal achievement. What distinguishes an 
entrepreneur from an employee, is the creation of 
jobs, profits and economic growth. 
The  creation  and  closure  of firms  ('creative 
destruction') is seen as a major impetus for eco-
nomic development and restructuring. It is not 
surprising that many countries hope to reduce 
unemployment by promoting business  start-up 
and job creation. 
However, the conditions for entrepreneurial suc-
cess  are  not  always  evident.  Which  factors 
favour start-ups and contribute to innovation and 
employment? Which measures are able to pro-
mote  independence  and  sustainable  develop-
ment. And, on the reverse side, which are the bar-
.  riers? Answers to these questions are difficult not 
only because of the heterogeneity of firms and 
entrepreneurs, but also because of very different 
traditions and environments between countries, 
and, what is more, between regions. 
Start-ups in agriculture, trade and hotels/restau-
rants,  for  example,  differ  substantially  from 
those in the 'new economy', in particular in serv-
ices  related  to  ICTs,  biotechnology  and  other 
modem  technologies.  Furthermore,  conditions 
for  a  'pure' start-up are  significantly different 
from other 'creations', such as take-overs, fran-
chise firms, or firms that are outsourcedloutcon-
tracted from large companies. The position in the 
market and in the value-added chain, territorial 
anchorage and innovative milieus are some of 
the most important features for business success. 
Empirical findings for several countries indicate 
that only a relatively small number of 'high fly-
ing' new firms are responsible for employment 
growth among SMEs. Moreover, only 50-60% 
of all newly created firms survive the first five 
years  (the  US  comes  bottom  among  western 
industrial  countries).  However,  the  data situa------------------------------------------------------------------------------- Developing and measuring human resources 
tion is  still insufficient. Most of the  questions 
raised above can be answered only by longitu-
dinal data, e.g. enterprise panels (see also Sec-
tion  6  in this  part).  Such data  exist in  a  few 
countries  only,  and EU initiatives  to  build up 
'enterprise  demographies'  are  still  in  their 
prime. Moreover, most of the existing data do 
not  include  information  on  skills  and  other 
characteristics of workers and entrepreneurs. 
Promoting  entrepreneurial  culture,  access  to 
risk  capital  and  the  removal  of  fiscal  and 
administrative  barriers  are  seen  as  the  most 
important issues  today.  Although  these  meas-
ures certainly are of great importance, research 
points out that it is the personality of the entre-
preneur, and in particular his/her knowledge of 
specific markets, skills and strategies which are 
equally  important  and  should  be  taken  into 
account by appropriate  measures  and training. 
Capital and technological intensity alone do not 
guarantee success and job growth. 
Several countries have started to promote start-
ups of the (long-term) unemployed. Success here 
is, however, uncertain, if not backed by specific 
support and advice. A particular role in this con-
text is  attached to  social enterprises  within the 
non-profit sector of the economy. These enter-
prises are located between the State and the econ-
omy and have the capacity to fulfil social tasks 
(e.g. reintegration of people at risk) as well as to 
raise economic gains. There are various forms of 
social enterprise in the 'new social economy', but 
there is still scarce empirical information on their 
employment volume, structure and development. 
Research has underlined that training and guid-
ance  for  (potential)  entrepreneurs  is  of equal 
importance to deregulation and access to capital. 
However, specific  training for entrepreneurs is 
not sufficient. 'Training for independence' should 
start much earlier at compulsory school age. Pro-
jects carried out by young people, contacts with 
the world of  work and, later on, experience in run-
ning a business, e.g. by simulation, are measures 
taken by some countries. With increasing age, the 
option 'entrepreneur' as an occupational goal in 
its own right may take shape, supported by tailor-
made training and advice. However, training for 
entrepreneurship should not only impart relevant 
knowledge for the creation and success of an own 
enterprise  but  should  equally  encompass  the 
importance and purpose of entrepreneurship as a 
part of society's welfare, in terms of sustainable 
development, social embeddedness and the sig-
nificance of  uncertainty. 
Innumerable initiatives at national, as well as EU, 
levels are being taken to promote entrepreneur-
ship, such  as  mentoring, incubation, access  to 
risk capital, creation of conducive environments, 
networks and partnerships, etc. Those measures 
should be targeted in terms of specific markets 
and skills as well as in terms of  the target groups, 
such as women, the unemployed or immigrants. 
Furthermore, training and advice should not be 
terminated after start-up but should be continued 
to provide support for the critical phase when the 
firm is growing and problems of  employment and 
professional organisation occur. 
5. Developing and measuring 
human resources 
The  term  'human  resource  development'  (  HRD) 
refers to  the activation and development of  educa-
tional training activities in companies. The first part 
of this  chapter  examines  the  values  and policies 
underlying what can be loosely called a European 
working life and vocational education and training 
culture. Then the effects are examined of  a competing 
utilitarian  and  instrumental  model  of  'human 
resource  management', inspired by neo-Tayloristic 
work organisation principles and neo-liberal eco-
nomics, which is radically challenging the one above. 
The second part of  this chapter discusses report-
ing on human capital associated with enterprise 
approaches  to  measure  human  capital,  i.e.  the 
knowledge, skills, competences and other attrib-
utes embodied in individuals or groups of  individ-
uals. Human capital reporting is about measuring 
values  and processes related to  the  acquisition, 
development  and  dissemination  of knowledge. 
New  approaches  combining  reporting  on,  and 
management  of,  enterprises' human  capital  are 
emerging. They focus either on specific elements 
or on the totality of elements constituting human 
capital and its utilisation. 
5.1. Human resource development51 
Over the last fifteen or so years, European com-
panies  radically  revised  their  attitudes  to  work 
organisation  and  'human resource  management' 
51  This  section  builds  mainly  on  the  paper  of B.  Nyhan, 
2000:  'Human resource development in a European con-
text.' Contribution to: Descy & Tessaring, eds. Training in 
Europe. Second report on  vocational training research in 
Europe 2000:  background report. Luxembourg: EUR-OP, 
Vol. 2 (published 2001). 
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in view of the dramatic changes taking place in 
business environments. 
In response to these challenges, many companies 
adopted new types of  work organisation, which are 
reflected in new forms of workforce management 
strategy. They became known as  'human resource 
management'  (HRM)  strategies  (Sparrow  & 
Hiltrop, 1994; Miles & Snow, 1984). These strate-
gies entailed the implementation of  new workforce 
models which devolve wider responsibilities (both 
vertically  and  horizontally)  to  employees.  This 
puts a heavy emphasis on human resource develop-
ment (HRD) practices such as team-building, mul-
tiskilling and work-based learning in order to pro-
mote  greater  degrees  of  functional  flexibility 
(OECD, 1999a, p. 183). 
5.1.1. Human resource management 
One of the most influential models of HRM which 
has  had  a  major  impact  both  on European  and 
broader  international  business  and  research 
(Hollinshead  &  Leat,  1995)  is  the  'humanistic-
developmental' model devised by Beer et al. ( 1984, 
1985) at the Harvard Business School. The strength 
of this model is that it attempts to align the goals of 
a company's effectiveness with those of individual 
well-being and positive benefits for society. 
The  Harvard  model  introduced  the  notion  of 
stakeholder interests (Box 3.20): all of those with 
a stake in the company have a role in influencing 
company policy. This  includes  employees, trade 
unions,  the  community,  government,  as  well  as 
the  traditional  company  controlling  groups  of 
shareholders and management. 
Three approaches52 can be identified:53 
(a)  the shareholder approach; 
(b)  the enlightened shareholder approach; 
(c)  the stakeholder approach. 
Up  to  now  it  is  not  certain  which  of  these 
approaches will dominate. On the one hand, and 
supported  by  the  globalisation  of  financial 
capital  flows,  shareholder  interests  and  their 
economic  power  (e.g.  via  stockholdings)  are 
increasing,  as  are  cases  of large  multinational 
enterprises  taking  control  of  smaller  ones  in 
recent years. On the other hand, the enlightened 
52  For other approaches (concerning the owner-managers of 
SMEs) see Trouve et al., 2000, and Chapter 3 in this part. 
53  The following part is primarily based on a consultation doc-
ument from  the  Company  Law  Review  Steering  Group 
under the British Department for Trade and Industry, 1999. 
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shareholder  approach  and  the  stakeholder 
approach  are  growing  in  importance.  This  is 
reflected  in  many  analyses  of the  enterprises' 
role  in  society  as  well  as  in  enterprise  and 
government initiatives that focus on the roles of 
the  enterprises  outside those  of money genera-
tion and job providers (Westphalen, 2000). 
Box 3.20: Management perceptions 
The shareholder approach 
The  traditional  identification  of  a  company  by  its 
shareholders  follows  the  logic  of enterprises  being 
established and managed for the benefit of sharehold-
ers and for the benefit of actual and potential creditors. 
Given  that  the  shareholders  are  those  having  an 
actual  or  potential  economic  interest  in  the  enter-
prise,  disclosures  and  accounting  are  primarily,  if 
not entirely, related to the - short- or medium-term -
economic performance of the enterprise reported by 
means of figures. 
Shareholder values thus reflect that it is the owners 
(and  to  a certain  degree  also  the  creditors}  of an 
enterprise  that exclusively  define  the  objectives  of 
the enterprise within the  limits of public regulations 
and that the ultimate objective is to secure the max-
imum value for shareholders. 
The  enlightened shareholder approach 
The  enlightened  shareholder approach  also  recog-
nises that the ultimate objective of an enterprise is to 
secure  the  maximum  value  for  shareholders;  how-
ever,  the  means  of  achieving  this  differ.  This 
approach emphasises that an exclusive focus on the 
short-term  financial  bottom  line  may  result  in  sub-
optimum gains for shareholders in the longer term. 
This  approach  emphasises  long-term  enterprise 
strategies,  including  relationships  with  employees, 
sub-contractors,  customers  and  others.  It responds 
pro-actively to  trends  and  developments  in  society 
and to public regulations. Still,  it is the shareholders 
that decide on the objectives of the enterprise. 
The  stakeholder approach 
The stakeholder approach is based on the argument 
that  the  ultimate  objective  of  maximising  share-
holder  value  will  not  achieve  maximum  prosperity 
and welfare in the longer term,  neither for the share-
holders  nor for  other stakeholders  or society  as  a 
whole. 
This approach overrides the notion of shareholders. 
Rather,  the  interests of other stakeholders such  as 
employees,  sub-contractors  and  customers  should 
equally  be  reflected  in  the  enterprise's  objectives 
and  its  management.  Enterprises  are  identified  as 
entities  embedded  in  society,  which  the  manage-
ment of the enterprise must comply with. 
Source: Westphalen, 2000. -------------------------Developing and measuring human resources 
From  an  employee  work-relations  perspective, 
the  HRM  model  represents  a  radical  departure 
from  the  'Tayloristic'  scientific  management 
(instrumental)  view  based  on  tight  control  of 
employees  towards  one  based  on  winning  their 
commitment in a context of mutuality of purpose. 
It also lays great emphasis on HRD in generating 
high levels  of employee  competence. The  other 
expected outcomes of this philosophy are: 
•  greater loyalty to one's organisation; 
•  cost-effectiveness  in  relation  to  turnover  of 
staff; low rates of absenteeism as well as  societal 
and individual costs; 
•  greater congruence between management and 
employees, between different groups of employ-
ees,  and  between  employees  and  society  as  a 
whole (Beer et al., 1984). 
One of the main implications of adopting this 
':  HRM model is that human resource policies 
,.,  are integrated within all activities of the com-
pany. This entails a shift from a compartmen-
talised  view  of the  management of 'people-
related issues', under the  responsibility of a 
specialised 'personnel department', to an inte-
grated notion. The overall change  has  been 
described in terms of  a movement from a 'per-
sonnel  management'  to  a  'human  resource 
management' perspective that is embedded in a 
:.  systemic manner throughout the organisation. 
This  model  has  given  a  great  impetus  to  HRD 
activities  as  one  of  the  key  objectives  to  be 
addressed in an integrated policy closely linked to 
the  issues  of  recruitment,  career  management, 
organisational  development,  work  design,  pay 
and benefits and industrial relations  (Sparrow & 
Hiltrop,  1994;  McLagan,  1999).  Regarding  the 
boundaries  between  HRM  and  HRD  in  reality, 
some  authors  such  as  McLagan  argue  for  more 
integration,  seeing  the  distinction  between them 
as too fine. 
Box 3.21: LDV project 'MOSAIC: Managing diver-
sity - innovative research towards mainstream-
ing equality' 
The aim of the  project Mosaic is to  help companies 
in Europe to become more economically competitive 
by  enhancing  their  use  of human  resources.  The 
approach  is  to  learn  from  case  studies  employers 
using or introducing a human resource management 
approach  known  as  'managing  diversity'.  This  is  a 
model  that  has  been  largely developed  and  imple-
mented in the United States.  It has some character-
istics in  common  with  the  European  equal  opportu-
nities approach  known  as  'mainstreaming equality', 
but  there  are  important differences,  too,  which  the 
project  has  analysed.  A  core  research  team  from 
five Member States was created. 
Most of the case studies are from the private sector  1 
and  include  examples  where  diversity  has  been 
1 
embedded  into  the  organisation  and  culture.  One 
clear finding is that those employers where diversity 
was  embedded  at the  inception of the organisation 
appeared  to  be  particularly successful  in  establish-
ing  a diversity culture. 
Coordinator. T.  Rees,  School of Policy Studies, Uni-
versity of Bristol, UK. 
Final  Report:  Project  Mosaic:  Innovative  research 
towards mainstreaming equality,  1999. 
5 .1.2. HRD and competence development 
In  line  with  the  discussion  above,  'human 
resource development' objectives are also focused 
on  developing  the  'competence'  of employees, 
including intermediate and front-line  workers  as 
well as management. 
The contextual/situated and  'high-transfer value' 
notion of 'competence' (see also Part 2, Chapter 2 
and Part 4, Chapter 3 in this report and Tessaring, 
1998b)  has  generated  theories  and  promoted 
'social innovations'  related  to  the  integration  of 
individual  learning  and  working  with  organisa-
tional learning agendas. Senge (1990, 1997) who 
is one of the exponents of the concept of a learn-
ing  organisation, asks  why  is  it not possible for 
people to  attain company goals  'in a work envi-
ronment that is  close  to  the  things  that workers 
really value in life'54 (Senge, 1997, p. 144). 
For Senge, all  learning  for  action  is  social 
and  collective by  nature. A prerequisite for 
learning  is  the  development  of 'a sense  of 
connectedness, a sense  of working  together 
in  a  system  and  an  understanding  of how 
each part of the  system is affected or being 
affected by other parts and where the whole 
is greater than the sum of the parts' (Senge, 
1997' p. 129). 
54  According to  Senge ( 1997), the  term  'core competence' 
means the 'collective competence' or 'collective learning' 
of an organisation, in particular referring to the ability to 
coordinate and to  integrate different skills and  technolo-
gies. 
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A learning organisation thus can be described as 
an institution which involves all its  members in 
increasing  organisational  and  individual  compe-
tence,  through  continuously  reflecting  on  how 
strategic and everyday tasks are handled (Nyhan, 
1999).  The  work  content becomes  the  learning 
content, as  work and learning become part of a 
constant improvement spiral having an impact on 
the competence level of individual workers, the 
collective learning of work groups  and the total 
organisation (Nyhan, 1999; Stahl et al., 1993).55 
5.13. Empirical evidence 
Somewhere between 25 and 50 percent of compa-
nies have adopted these  'human resource devel-
opment' or competence development measures, at 
least to some degree (Ellstrom, 1999). Cressey & 
Kelleher (1999) found a great degree of consen-
sus  among  employer  and  employee  representa-
tives in large companies in the car manufacturing, 
telecommunications  and  banking  sectors  in  the 
UK, Germany and Sweden on the need to adopt 
these new 'human resource development' models. 
A rather sceptical view of the impact of these new 
models, however, is that the interest of  the manage-
ment and academic communities in these concepts 
is perhaps more due to their attractive presentation 
by management gurus rather than solid research 
evidence  (OECD,  1999a).  Mehaut  &  Delcourt 
(1997, p. 30) argue that neither on the European 
nor global stages do we see convergence towards a 
uniform model of new forms of work and learning 
organisations away from the 'old' Tayloristic con-
trol model (see  also  Chapter  1 in this  part and 
Dejonckheere & van Hootegem, 2000). 
An  intensive  case  study  for  eleven  European 
companies that claimed to have introduced radi-
cal  learning  organisation  principles  found  that 
many of the changes had an impact only in intro-
ducing new learning methodologies at the front-
line (shop floor) or at management level. But no 
major  transformations  in  a  company's  values, 
vision and culture could be identified (Doherty & 
Nyhan, 1997; Nyhan, 1999). A genuine transfor-
mative level of change, internally driven and built 
on  radical  new  insights  about  the  contribution 
which employees can make to the company, was 
achieved by only  five  of the  eleven companies 
examined. 
55  See also Chapter 2 in Part 2 of this report which discusses 
the  concept of competence in a pedagogical perspective. 
Learning organisations are also discussed in Chapter 4 of 
Part 2. 
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5.1.4. HRD in Europe 
Despite  the  American  ongtn  of  the  Harvard 
human resources model described earlier, it can 
be  argued  that  its  'humanistic-developmental' 
perspective,  and  in  particular its  effort  to  align 
company objectives with those of the needs of the 
individual  and  society  as  a  whole,  represents 
mainstream European industrial and working life 
traditions (Box 3.22). 
National corporate cultures 
•  'Power-oriented' corporate culture: A leader in this 
hierarchical but person-oriented culture can be seen 
as a caring  'patron'. This form  of leadership can  be 
referred  to  as  'management  by  subjectives'.  The 
ways of thinking and learning in such cultures tend to 
be intuitive, holistic, lateral and error-correcting, and 
according to Trompenaar are typical of Spain and to a 
lesser degree of France and Belgium. 
•  The 'role-oriented' corporate culture is based on a 
bureaucratic division of labour with various rules and 
functions  prescribed  in  advance.  When  each  role  is 
performed  in  accordance  with  the  overall  system, 
tasks  are  effectively  completed.  The  approach  to 
thinking and learning in this culture, which is typical of 
Germany  and  to  a  lesser extent  Denmark and  the 
Netherlands, is logical, analytical, vertical and rational. 
•  The  'project-oriented'  corporate  culture  differs 
from  the  power and  role  oriented  cultures  in  being 
egalitarian.  Even  though  it  resembles  the  role-ori-
ented model  in  being impersonal and task-oriented, 
it  differs from  it  in  that the  jobs  people  do  are  not 
fixed  in  advance. The  UK (and  the  US)  is  seen  as 
having many examples of these kinds of companies 
where  thinking  and  learning  patterns  are  problem-
centred,  practical and cross-disciplinary. 
•  The  'fulfilment-oriented'  corporate  culture  is 
based  on  the notion that organisations are second-
ary to  the  fulfilment  of individuals.  These  kinds  of 
organisation  operate  in  an  environment  of intense 
emotional  commitment  and  are  typical  of Sweden. 
The  approaches  to  thinking  and  learning  in  these 
organisations are creative, ad-hoc and  inspirational. 
Source: Trompenaar,  1993. 
The adoption, or at least the application, by many 
large  European  countries  in the  late  1980s  and 
1990s of its  underlying  principle of embedding 
'open' and developmental  'people management' 
and  learning  activities  in all  aspects  of a  com-
pany's activities, had a positive impact in revital-
ising practices that were often being implemented 
in a rather regimental fashion. 
The  humanistic-developmental  'human resource 
management'  model  can  also  be  seen  to  share some  common  underlying  principles  with  Euro-
pean  originated  innovation  movements.  The 
'socio-technical' systems thinking tradition is one 
of them. The original work in this area was under-
taken by the Tavistock Institute in the UK in the 
1950s  and  implemented  in  particular  in  the 
Nordic  countries  (e.g.  the  Norwegian  'Work 
Democracy Programme' in the 1960s) and also in 
the Netherlands. 
The work organisation design, put forward by the 
'socio-technical' school, centring on the notion of 
'semi-autonomous  groups', stressed the  benefits 
to  be  derived from  workers  having control  over 
and  shaping  their  work  and  technological  envi-
ronment.  The  introduction of the  latest technol-
ogy is designed in such a way as to fully harness 
workers' skills and motivation. The benefits to be 
derived from such a 'socio-technical' tradition are 
seen  to  be  superior  productivity  and  work  per-
formance  as  well  as  a  more  challenging  work 
environment  that  also  offers  opportunities  for 
learning and development. 
In the German tradition, the relationship between 
the  'humanistic'  human  resource  management 
and the concept of 'social shaping of technology 
and  work'  (see  Rauner  et al.,  1988;  Heidegger, 
1997) is characterised by a high degree of 'shap-
ing' (Gestaltung) by workers of their work envi-
ronment. This  is  essential to  ensure productivity 
and create an environment in which people learn 
continuously. 
This  concept has  similarities  with  'socio-techni-
cal'  thinking  but  differs  from  it  in  that  it  is 
derived from the  discipline  of vocational educa-
tion and training rather than a top-down 'systems 
design' approach. It is based on the notion that the 
cornerstone of effective production systems is the 
expertise  or  'work  process  knowledge'  of the 
individual and not the technology. According to a 
related  concept  of  'anthropocentric  technology' 
(or 'human centred technology') 'it is only when 
technologies  allow  the  development  of human 
capabilities and skills that they become optimally 
productive' (Wobbe, 1990, p.  11). 
This  emphasis  on  the  centrality  of  the 
skilled  worker  (intermediate-level  profes-
sion  or craft/trade  level)  who  has  a  high 
degree of discretion, authority and responsi-
bility - issues which are also the objectives 
of the reform of the dual system starting mid 
1980s - can be seen as one of the hallmarks 
of the  more  highly  developed  indigenous 
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human  resource  policies  in  Europe.  This 
gives  them  a  clear stakeholder role  within 
the company - also  reflected in  the  wages 
offered.  This  role  is  strengthened  by  an 
occupational  identity  through  membership 
of a professional group and in the extended 
society by what has been termed an  'indus-
trial citizenship'. 
A recent study of 'human resource development' 
trends  within  seven  European  countries  (Ter 
Horst et al., 1999) concluded that in the  face  of 
globalisation,  there  appears  to  be  a  tendency 
towards convergence in the human resource poli-
cies of Europe, the United States and Japan. The 
common  aspects  of  human  resource  policies 
between large companies in the three most pow-
erful  global  trading  blocks  are  seen  to  be  more 
significant than  the  differences.  This  conclusion 
gives rise to  a contingent and situational view of 
human resources along the lines of Trompenaar 's 
'project-based'  corporate  business  culture  out-
lined above (see Box 3.22 above). 
Box  3.23:  TSER  project  'The  role  of  human 
resource  development  within  organisations  in 
creating opportunities for lifelong learning- con-
cepts  and  practices  in  seven  European  coun-
tries' 
The objectives of the study are: 
•  to clarify the specific European outlook on the 
role  that  human  resource  development  (HRD)  in 
learning-oriented  organisations  can  fulfil  in  lifelong 
learning, and  thus contribute to the discussion on  a 
'European model of lifelong learning'; 
•  to  provide a basis for further research  on  the 
changing role of HRD in work organisations; 
•  to  provide practical guidelines for HRD  practi-
tioners  throughout  Europe  on  how  to  facilitate 
employee  learning  and  thus  assist  their  organisa-
tions  in  securing their competitiveness in  a continu-
ously changing environment. 
The research looks at HRD departments in learning-
oriented  organisations throughout Europe and  how 
they view their own  role  in  stimulating and  support-
ing  employees  to  learn  continuously  as  a  part  of 
everyday work. 
Coordinator. S. Tjepkema, University of Twente, The 
Netherlands. E-mail: tjepkema@edte.utwente.nl 
Final Reporl: S.  Tjepkema: The Role of HRD within 
organisations  in  creating  opportunities  for  life-long 
learning: Concepts and practices in seven European 
countries,  1997. 
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Accordingly  'human resource development' as  a 
distinct activity may or may not be a part of the 
'human resource management' policy. 
The 'hard' HRD model is based on the principle of 
'external flexibility'; human resource stocks can be 
renewed more effectively through a process of  short-
term 'project-based' recruitment, outsourcing prod-
ucts and services, downsizing staff etc. This model is 
contrasted  with  the  'soft'  humanistic  model  that 
attempts to match company needs with individual 
career development and wider societal effects. 
The difference between these two strategies is that 
one  entails  a  'redundancy  of  parts  (people)' 
approach in which people are constantly replaced 
in accordance with the tasks that need to be under-
taken. The other implies a  'redundancy of func-
tion' approach (Morgan, 1986) according to which, 
even though jobs may change, the company sees it 
in its long term interests to retain people, within the 
firm, sufficiently well skilled (or capable of being 
retrained) to take over new tasks. This is one of the 
main characteristics of  internal labour markets (see 
also Chapter 2 in this part). 
The  dominance  of neo-liberal  policies  and  the 
decline of internal labour markets in a number of 
countries  is  strengthening  the  position  of those 
putting forward this  'redundancy of parts' view 
and  strongly  challenging  the  'humanistic-devel-
opmental' model of human resources. 
In an earlier publication Handy ( 1989) portrayed the 
arrival of a flexible labour market with its flexible 
companies ('shamrock companies') as offering peo-
ple (with their portfolio of skills)  liberation from 
rigid employment patterns and providing them with 
opportunities for choice and personal fulfilment. He 
changed his mind later on, saying that although this 
situation may be in the interests of the elite highly 
skilled professionals -the 'symbolic analysts' who 
comprise a small percentage of the workforce - it 
was not really enhancing the quality of working life 
for the average person (Handy, 1994). 
Adler & Cole (1993) attempt to resolve the polarisa-
tion of the 'instrumental' with the 'humanistic' type 
of work organisation.56 The result is the concept of 
'democratic Taylorism' that seeks  to  integrate the 
characteristics of efficient bureaucracy along  neo-
Tayloristic lines with a genuine humanising environ-
ment (characterised by good working conditions and 
56 This is a kind of 'third way' work organisation version of  Gid-
dens' societal 'third way' concept that attempts to go beyond 
the two dominant political philosophies - social democracy 
(which is  rooted in Keynesian demand-management, inter-
ventionist government, the welfare state and egalitarianism) 
and neo-liberalism/market fundamentalism (Giddens, 1998). 
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training opportunities). They see this as an 'enabling' 
system of  formalisation rather than a 'coercive' one. 
They argue  that it is  romantic  nonsense  to  talk 
about the notion of a workplace characterised by 
autonomous workgroups. They see, for example, 
the 'humanised lean production' plant of NUMMI 
- a  joint venture  between  Toyota  and  General 
motors in the US - as offering a model that can 
be implemented in practice (see Cressey & Kelle-
her, 1999; Ellstrom, 1999). 
5.1.5. Conclusions 
This raises the question about the future  role of 
the  'human resource  development' policies  in  a 
European context. 
In discussing the challenge of globalisation from 
a  European  point  of view,  Lund  vall  &  Borras 
(1997; Box 3.24)57 argue for wide, transformative 
social innovations, laying an emphasis on build-
ing  societal frameworks  focusing  on new forms 
of inter-organisational cooperation and alliances 
between enterprises and knowledge producers. 
Box 3.24:  TSER  project 'Technology,  economic 
integration and social cohesion' 
The project aims to provide insight into the impact of 
several important and  interrelated developments on 
social  cohesion  and  exclusion  in  the  European 
Union. The issues analysed are: 
•  Technological  change  as  the  single  most 
important factor shaping  the quantitative and  quali-
tative dimensions of the fundamental economic fac-
tors  influencing  social  cohesion,  such  as  employ-
ment and economic growth; 
•  Globalisation,  broadly  driven  by  technology 
(e.g. telematics) and by the liberalisation and dereg-
ulation of trade and  capital flows.  This globalisation 
trend  leads  to  qualitative  changes  in  the  form  and 
effects of the exposure of countries to foreign  com-
petition,  not  only  in  the  form  of  trade,  but  also 
through increased foreign direct investment flows. 
Coordinators:  L.  Soete  &  B.  Verspagen,  Maastricht 
Economic  Research  Institute  on  Innovation  and 
Technology,  University Maastricht, The Netherlands. 
E-mail: bart.verspagen@merit.rulimburg.nl. 
Final Report:  B.  Verspagen:  Technology,  economic 
integration  and  social  cohesion,  2000.  SOE-CT95-
1005. 
57  Their publication is an analysis and synthesis of the find-
ings of 7 major European socio-economic research proj-
ects supported by the European Commission's TSER Pro-
gramme.  Lundvall  &  Borras  intended  to  inform  policy 
makers on the implications of these studies for innovation 
policies and identify the direction of further research. Stud~: B.-A.  Lundvall,  S.  Borras:  The  globalising 
learnrng  economy:  Implications  for  Innovation  Pol-
icy,  1997. Luxembourg: EUR-OP. 
For Lundvall and Borras the neo-liberal solu-
tion  and the  neo-protectionist solution must 
give  way  to  the  'new-new  deal'  which 
~ocuses in particular on the learning capabil-
Ity of the weak learners, people and regions 
(ibid. p. 38). In this regard the regional terri-
torial dimension becomes important because 
'territory and proximity play a central role in 
~he genesis of tacit knowledge and the capac-
tty to exploit it. The region is increasingly the 
level  at  which  innovation  is  produced 
through  regional  networks  of  innovators, 
local clusters and the cross-fertilising effects 
of research institutes' (p. 39). 
The central message of Lundvall  and Borras  is 
very relevant to the debate about the future direc-
tion  of HRD  policies  within  industries  for  the 
reason  that  companies  cannot  survive  without 
learning from and contributing to  their environ-
ment. 
Returning to  the question of 'humanistic' versus 
'instrumental' models, the  need to  have  a  more 
business-led  focus  of HRD  is  contrasted  by  a 
'mechanistic,  more  authoritarian  worldview'  in 
which people are seen as  'resources in the sense 
of  being  optimised  and  even  exploited'.  This 
points  to  the  'dichotomy between the  utilitarian 
view based on behaviourism with the generative 
view  which is  based on humanistic  philosophy' 
(McLagan, 1999, p. 17). 
5.2. Reporting on human capital58 
Reporting  on human capital is  primarily  associ-
ated with the enterprise's approach of measuring 
human capital  as  the  knowledge,  skills, compe-
tences and other attributes embodied in individu-
als or groups of individuals acquired during their 
life and used to produce goods, services or ideas 
in market circumstances (OECD, 1998d).59 
58  This  section is  based on  the  paper of S.-A. Westphalen, 
2000:  'Reporting  on  human  capital:  objectives  and 
~rends'. Contribution to: Descy & Tessaring, eds. Training 
m Europe. Second report on vocational training research 
in  Europe 2000:  background report. Luxembourg:  EUR-
OP, Vol. 2 (published 2001). 
59 For the discussion of the definition see Chapter 3.1 of Part 
4 on theoretical and methodological considerations. 
5.2 .1. Approach to measuring inputs and 
outputs of  human capital investments 
Calculating private returns to education and train-
ing - as  discussed  in  Part 5, Chapter  1 of this 
report and in the first research report (Tessaring, 
1998b, Part 2) - appears to be inadequate where 
the  uncertainties  concerning  returns  on  invest-
ments  are  still  greater.  Whereas  the  direct  and 
indirect  costs  (input  side)  or the  investment  in 
maintaining or upgrading human capital in enter-
prises  is  fairly  easy  to  identify,  little  is  known 
about the output side and especially the returns on 
such  investments  (see  Barrett  et  al.,  1998). 
Human resource accounting could be a response 
to this 'black spot', but is still in its prime. 
More limited approaches such as utility analyses 
of the costs and benefits of employment strategies 
and of health and security policies have become 
standard practise  in many  enterprises  (example: 
European Agency for Safety and Health at Work, 
1998) and play a certain role in current reporting 
or accounting of human capital. However, these 
approaches  do  not  really  measure  the  stock  of 
human capital  but provide  an  input-output rela-
tionship in specific areas related to human capital. 
Examples  are  the  costs  and benefits of environ-
mental  protection  and  of  enterprise  strategies 
aiming at a high staff turnover. This information 
is a relatively simple method of evaluation. 
The increasing  use  of benchmarking is  sympto-
matic  of the  lack  of information  on  the  return 
side. Benchmarking is a tool for providing infor-
mation on the correlation between training invest-
ments and net profits by indirectly measuring the 
returns  on investments. Benchmarking does  not, 
however, provide a method for measuring directly 
the returns to training investments in enterprises. 
Evaluating the increased investments in con-
tinuing or lifelong learning is, therefore, sub-
ject to uncertainty. The lack of reliable and 
precise information on the return side of  enter-
prise investments in human capital formation 
is  one of the  basic  reasons  why  indicators 
other than financial ones are being used for the 
measurement of  returns. This is also the reason 
why  non-financial  reporting  methods  and 
benchmarking are utilised as proxy measures. 
The  sophistication  of evaluation  methods  may 
overcome some of the weaknesses in using proxy 
indicators.  However, in  order to take  fully  into 
account  the  notion  of human  capital,  a  more 
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coherent  theoretical  and  methodological  frame-
work must be established. At the enterprise level 
in particular,  standard  methods  for  reporting  on 
human capital should be developed both for the 
input and the output side. 
5.2.2. Framework for human capital 
reporting 
At  the  enterprise  level,  economic  theory  on 
human capital is relatively underdeveloped while, 
at the  same  time, the  emphasis  on reporting  on 
human capital is  growing. It seems necessary to 
go  beyond  economic  theories  and  to  consider 
more  deeply  the  managers' perception of enter-
prises' relationships with the surrounding world. 
Which approach will be pursued and whether or 
not  non-statutory  reports  and  accounts  will  be 
developed depends on the management and stake-
holders' objectives (see above, Chapter 5.1) con-
cerning the interests of the company as well as on 
the means of achieving these objectives. 
Reporting on a company's human capital is one of 
the means to consider the aims of  traditional share-
holders as well as the interests of stakeholders. 
1 - Following different perceptions of ente!Pri~e 
management, reporting  on human capttal ts 
·  gradually  changing  its  focus.  Newly  devel-
oped approaches link human capital report-
ing to  broader issues, such as  internal man-
agement  or  external  information  provision, 
rather than focus on accounting frameworks. 
This  shift  illustrates  that  reporting  is  now 
becoming  the  means  rather  than  the  objec-
tive. This also implies that the notion 'report-
ing' must be interpreted in its widest mean-
ing, i.e. a systematised disclosure of informa-
tion rather than being associated with finan-
cial statements only. 
Clear  cut  demarcations  between  different  ap-
proaches cannot be made, since most approaches 
tend  to  be  overlapping.  Nevertheless,  even  a 
primitive  division  of main  approaches,  as  illus-
trated in Table 3.16 provides an indication of the 
gradual shift of orientation. 
Originally,  the  ambition  was  to  validate  human 
capital  within  an  accounting  framework,  i.e.  to 
put a value on human capital and include it as an 
asset in financial  statements (European Commis-
sion,  1995a).  Although  still  debated,  this 
approach appears to be unrealistic in view of the 
necessary measurement problems and because of 
the  fact  that  human  capital  does  not  generally 
qualify as  an asset within accountancy standards 
(International Accounting  Standards  Committee, 
1998). 
Approach  Calculating 
costs of personnel 
Human capital 
accounting 
Human capital  Strategic 
management  management 
policies 
Period of origin  mid  1960s  early 1960s  late 1970s  early 1990s 
~--"'·-----·  --------------------------- --------------------------------------------------------------------------------------------------1 
Characteristic  Financial utility of  Financial value 
Methods applied 
Reporting 
framework 
-------
personnel selection  of enterprises' 
human capital 
Utility analysis 
Cost and benefit 
calculations 
"  Human resource 
accounting 
•  Human resource 
costing and 
accounting 
Financial 
statements 
Learning and  Combination of 
dissemination  financial indicators, 
of knowledge  human capital, internal 
as internal  business processes, 
management  customer relations and 
strategy  innovation 
•  Learning  The balanced 
organisation  scorecard 
•  Knowledge 
management 
Non-financial  General performance 
statements (if any)  measurements 
NB: The period of origin indicates when the approach was introduced. The methods indicated may, therefore, be much younger. 
Source: Westphalen, 2000. 
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is gradually moving from accounting principles to 
management  principles  and  beyond.  Table  3.17 
indicates four stages of this process. 
The first stage is predominantly based on account-
ing principles and several utility analyses. The sec-
ond stage is  initiated from a knowledge manage-
ment perspective that focuses on the optimised use 
of human capital as a means to gain a competitive 
edge. The third stage has a global perspective with 
enterprises and, consequently, their human capital 
interacting  with  the  surrounding  world.  Human 
capital is a dominant element upon which strategies 
are formulated and implemented and thus forms a 
major input to the assessment of enterprises' total 
value, e.g. in form of balanced scorecards. 
The fourth  stage combines basic information on 
investments in human capital with human capital 
strategies  and  evaluation  of  returns.  Although 
rather  pragmatic  and  less  ambitious  than,  for 
instance,  the  balanced  scorecard  and  other 
advanced management approaches, this audit sys-
tem approach to human capital seems to gain more 
momentum as a useful internal instrument. It can 
also be used to benchmark enterprises within and 
across sectors as well as across countries. 
Audit systems seem to be more feasible than other 
methods and show parallels to quality management 
systems  and  other  alternative  reporting  mecha-
nisms. However, they do not provide a solution to 
all information needs related to the growing domi-
nance of intangible inputs to production. Nonethe-
less the growing utilisation of audit systems and 
benchmarking programmes by enterprises indicate 
their practical usability which overrides theoretical 
and methodological concerns. 
Stage 3 
Stage 4 
human capital within accounting 
frameworks 
human capital within internally 
oriented management frameworks 
human capital within globally 
oriented management frameworks 
human capital as audit systems 
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5.2.3.  Measuring human capital 
Many weaknesses in reporting methods originate 
from the lack of adequate measuring techniques. 
This  relates  primarily  to  the  identification  of 
human capital. 
Three elements are  necessary to  identify human 
capital at the company level: 
(a)  to  establish a consistent framework for the 
definition of human capital; 
(b)  to identify the processes related to the acqui-
sition,  maintenance  and  development  of formal 
and  non-formal  competences  at  the  individual 
level (Bjornavold &  Sellin, 1998; Frederiksen & 
Westphalen, 1998); 
(c)  to distinguish between individual and collec-
tive  human  capital.  Collective  human  capital 
encompasses work organisation, work processes, 
information networks and other forms of intangi-
ble, non-visible knowledge embedded in a group 
of persons rather than in individuals. 
The identification of human capital and the forms 
of its  acquisition, maintenance and development 
were  the  subject  of  considerable  research  in 
recent  years.  Although  some  theoretical  and 
methodological difficulties are still present60, it is 
justifiable to conclude with Hartog ( 1999) that the 
60  See also BjSZ)mavold (1997a, b, 2000a, b), European Corn-
mission (1997a); BjSZ~mavold & Sellin (1998); Frederiksen 
&  Westphalen  (1998).  It should  be  noted  that  - when 
reporting issues at the enterprise and societal level - non-
formal learning should not be overemphasised given that 
the dominant feature on the labour market still is the level 
of skills acquired through formal learning. 
early 1960s 
late 1970s 
early 1990s 
early/mid  1990s 
..  human resource accounting 
*  utility analyses 
•  learning organisation 
'"  knowledge management 
The Balanced Scorecard 
Investors In  People, benchmarking 
measures 
NB:  Each of the stages still exists, although stage 1 in  its purest form  is declining, stage 4 is just becoming visible. 
Source: Westphalen, 2000. 
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problem is not the definition but the measurement 
of human capital. 
The intangible nature of human capital and diffi-
culties  in  establishing  reliable  techniques  for  its 
measurement resulted in using crude proxy indi-
cators  such  as  market  value  instead  of booked 
value (see Ernst & Young, 1997) or costs of input 
instead of output activities at enterprise level (see 
above). 
Economic  measurement  methods61  relate  to  the 
costs  and benefits of acquiring, maintaining and 
developing human capital at the individual, socie-
tal  and  enterprise  level.  Included  are  direct  and 
indirect education and training costs, and alterna-
tive costs, as  well as  the monetary and non-mon-
etary returns on a given investment. Furthermore, 
it also includes the returns on the existing stock of 
human  capital  and  its  depreciation.  Establishing 
reliable,  coherent  and  verifiable  measurement 
systems is the biggest challenge for reporting on 
human capital. 
The identification of the stock of human cap-
ital may, therefore, to  some degree be suffi-
cient  to  meet  future  needs  and  demands. 
However, this neglects the economic dimen-
sion and hampers the detection of over- and 
under-investments  in human capital as  well 
as the choice of alternative strategies related 
to human capital and, not least, the distribu-
tion of costs between different stakeholders. 
5.2.4. Interests of  stakeholders 
In  this  process, the  interests  of the  main  stake-
holders  in human capital reporting become vital 
(see also Box 3.20 above). Stakeholders are indi-
viduals,  private  organisations  or  public  bodies 
having a direct interest in, or being able to influ-
ence the use as well as the spread of, human cap-
ital reporting. 
(a)  Inter- or supranational  State  organisations 
are fairly active in promoting the need for invest-
ment  in  human  resources.  Thus,  the  European 
Commission (1995a, p. 70-72) advocates treating 
and measuring capital investments and investments 
in training on an equal basis. However, up to now, 
the  Commission  has  refrained  from  influencing 
development through the provision for or support 
61  Non economic measurement (e.g. educational attainment, 
years of schooling etc.) are mostly linked to the individual 
or societal level. 
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of specific frameworks  for human capital report-
ing. Similarly the OECD (1996f, 1998d, Education 
at a glance [annually]) has not yet elaborated clear 
recommendations or specific frameworks. 
(b)  Governments' interests are directed towards 
efficiency  and  equity  of educational  provision, 
and towards cost sharing on the development of 
human capital- and of their own personnel, too. 
Consequently,  governments  have  self-interest  as 
well as  a societal concern for establishing report-
ing  mechanisms  on  human  capital.  They  may, 
therefore, become a driving force for popularising 
human capital reports  or for  regulating  compul-
sory reporting at enterprise level. 
Until now, however, it is primarily the Scandinavian 
and  Dutch  governments,  which  have  supported 
pilot studies on human capital reporting, both in pri-
vate enterprises and public organisations.62 
(c)  In most cases, trade  unions  are  not deeply 
involved  in  human  capital  reporting  because  of 
their concern with human relations  at the enter-
prise level. For instance, the ILO stated that 'the 
inherent  risk  is  one  of focusing  attention  on  a 
purely economic - even econometric - approach 
to human relations.' (ILO, 1997, p. 222) 
Exceptions are, again, found in Nordic countries 
where trade unions (for example LO, the Danish 
Confederation of Trade Unions63)  have developed 
human capital reporting policies. These are seen as 
a means not only to fulfil economic requirements 
but also to meet social and ethical objectives and, 
furthermore,  to  realise  lifelong  learning  and  the 
learning  organisation  as  means  to  improve  the 
workplace. In the LO approach, outcomes are work 
efficiency,  creativity,  staff  turnover  and  absen-
teeism, which reflect both the enterprises' need for 
profitability  and  the  employees'  interest  in  an 
appropriate working environment. 
(d)  The investors' perspective has been the focal 
point for most of the work initiated by the OECD 
in  this  area. The reason for  this  is  the  focus  on 
measuring the real value of enterprises given that 
financial statements do not fully reflect intangible 
assets,  notably  the  knowledge  of employees  in 
high-tech sectors. However, up  to  now  investors 
62 For information on the Danish government's project see 
for  example:  www.efs.dk.  See  also  Dutch  Ministry  of 
Economic Affairs, 1999. 
63  Cf.  foreword  to  LO,  1998.  The  'knowledge  account' 
referred  to  in  this  document  is  the  name  of a  human 
resource accounting system developed by J. Mouritsen for 
the Agency for the Promotion of Trade and Industry under 
the Danish Ministry of Commerce. themselves seem to have only a little interest in 
such information. 
(e)  The  reasons  for  enterprises  to  report  on 
human capital generally reflect the management 
objective to improve performance. External pres-
sures exerted by investors, trade unions or govern-
ments, or internal pressures exerted by work coun-
cils or individuals may also influence the decision. 
In most cases, enterprises establish human capital 
reporting in order to obtain: 
•  external information systems to attract invest-
ors; 
•  internal  information  systems  on  human  re-
source issues; 
•  cost-benefit analysis of investments in human 
resources; 
•  improvement in HRM. 
However, many pilot projects indicate that other 
objectives besides those officially stated play an 
increasing role (Frederiksen & Westphalen, 1998, 
p. 30). Such objectives are: 
•  to maintain or improve the enterprise's image 
in society; 
•  to  indicate  social  responsibility  and  ethical 
values to the outside world; 
•  to improve marketing concerning present and 
potential customers; 
•  to  benchmark  human  resource  management 
and development; 
•  to attract and retain a qualified labour force. 
The use of  human capital accounting or reporting is 
already widespread in some countries. In a survey of 
human resource managers in companies with more 
than 200 employees located in Stockholm, 70% of 
the respondents stated that they are applying report-
ing systems in some way. Most of them had started 
to do so in the early 1990s. An investigation con-
ducted by the Swedish Association of  Local Author-
ities  found that 22% of the  276 respondents had 
decided to use human capital accounting. The per-
sonnel, accounting, and financial managers show-
ing no interest in human capital accounting was as 
low as 5% to 15% (Grojer & Johansson, 1996). 
(f)  Employees are at the heart of any reporting 
mechanism. Reporting on human capital  can be 
viewed as an instrument 'to create a new contract 
between company and employee. The individual 
takes responsibility for his/her own training. [ ...  ] 
The employee undertakes to seek knowledge and 
________  Developing and measuring human resources 
education, while the company undertakes to make 
the employee suitable for employment.  '
64 
However, employees  in general do  not particu-
larly  express  an  interest  until  after  it  has  been 
introduced by management. 
In general one can conclude that stakeholders 
do not formulate  policies or strategies con-
cerning reporting on enterprise human capital. 
Exceptions are a few and isolated pilot proj-
ects initiated by dedicated management and, 
notably,  from  the  Scandinavian  countries 
where both social partners and governments 
are  actively involved in the  area.  However, 
even these countries or international organisa-
tions have not yet formulated clear policies 
and most of the work is still dedicated to test-
ing and/or theorising rather than to an active 
promotion of  reporting frameworks. 
5.2.5. Market incentives or public regulation? 
Despite the  clear interest in reporting  on enter-
prises' human capital, a strategy for implementing 
reporting  systems  on  a  large  scale  has  not  yet 
emerged. Although the relevance is not disputed, 
the question is whether applicable reporting tools 
can be established  and,  if so, what information 
should be revealed: financial or non-financial indi-
cators, or both? Little progress has been made so 
far  in  terms  of  its  practical  implementation 
(Schuller, 1997) and wider dissemination. Reasons 
for this are that the framework has been too limited 
in scope, deemed unreliable  for external use  or 
because it did not sufficiently lead to a value-added 
as compared with other reporting tools. 
For  wider  dissemination  it  seems  necessary  to 
establish  a  reporting  framework,  which  is  both 
relevant, relatively easy to apply and can be sub-
ject to external  audit (for more details  see Box 
3 .25).  Furthermore, reporting must be promoted 
and  become available  as  well  as  attractive to  a 
wider range of enterprises. 
There are several ways to promote such a report-
ing framework (for details see Westphalen, 2000). 
The unstructured, voluntary market-based method 
should  be  replaced  by  systematic  approaches, 
either market-based or publicly rewarded, which 
fulfils ISO 9000 standards and can also be used 
for benchmarking programmes. 
64 Jan Mouritsen, Department of Informatics  and Financial 
Management at Handelsh¢jskolen  K¢benhavn, from LO, 
1998. 
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Signals of market preferences for specific methods 
are emerging and a market standard within human 
capital reporting may be on its way. On the other 
hand  there  is  little  willingness  among  public 
authorities  to  commit  themselves  to  promotion 
activities by establishing the voluntary rewarding 
mechanisms seen within other spheres of  enterprise 
issues (with the notable exception of the 'Investors 
in People' award in the UK; see Box 3 .25). 
Following from the above, it seems unlikely 
that public authorities in the near future will 
issue any form of regulation. Consequently, it 
must  be  concluded  that,  if a  standardised 
framework for reporting on human capital is 
to emerge on a similar scale to ISO standards 
or TQM within quality management, it must 
be market initiated. 
---------- --------- ---------------- ------ ------ -----------------·--·-·---- ----------- -- . -----·---------------------------------------------------------------1 
Box 3.25: Current reporting frameworks in  Denmark, Finland, France, and the United Kingdom 
Current reporting frameworks concentrate on elements of the stock of human capital in enterprises, be it the depre- 1 
ciation, the formation or the utilisation of human capital. The majority of these frameworks are viewed as manage- 1 
ment tools, cost and benefit analyses or quality training standards. Some of the examples presented below are lim- j 
ited in scope and may not qualify as a full human capital accounting instrument (for details see Westphalen, 2000). 
Intellectual capital accounts, Denmark  j 
The Danish Ministry for Business and Industry is testing a framework model for human capital accounts ('intellec- 1 
tual accounts'). The project started in  1997 and should be finalised in  2000. The project should 'give an overview  1 
of the factors that create development within the company: the people working for it,  their qualifications and the  1 
way in which they carry out their work  ... ' (Danish Ministry of Business and Industry, 1998, p.  3).  I 
The Danish ministry provides some figures which could be included in an intellectual capital account: Costs of  training;  I 
IT skills; seniority value of each employee; running-in time for new organisational units; employee satisfaction; costs 
per process; customer satisfaction. In 1999, the first report on the mid-term experiences of the survey was published I 
(Danish Ministry of Business and Industry, 1999; see also www.efs.dk). Each participating enterprise is developing a 
highly individualised human capital account and, consequently, the experiences are individualised. Based on this sur- 1 
vey,  it becomes clear that the presentation of the company as a knowledge intensive enterprise in order to attract  1 
employees and customers and as a support for overall business strategies are of overall importance. This indicates  I 
that human capital reports are as much external reporting tools as they are used for internal management purposes.  I 
Human resource accounting,  Finland 
The Finnish Ministry of Finance established a project on a system of human resource accounting in 1995 in the public 
sector but attributable to  private  enterprises  as well.  The following  main  categories were tested  (Rouhesmaa & 
Bjurstrom, 1996): current personnel resources (amount, structure, working time, labour costs); future need for person-
nel resources (demand and supply); development and support of human resources (motivation and ability to work, per-
sonnel investments); human resource output and productivity (financial indicators, customer satisfaction, job require-
ments, performance, merit pay); financial HCA information; cost and income calculation (balance sheet calculation). 
According to a survey in  1998, HRA is implemented by 28% of the respondents in the public sector (Eronen & Aho-
nen,  1999). The Finnish model reveals the trend towards a broader intellectual capital accounting. Both private and 
public organisations are searching for alternatives to the HRA and purely financial metrics and indicators (ibid.). 
Social accounts,  France 
Since 1977, the law in  France has required social accounts for enterprises with more than 300 employees. They 
are entirely for internal reasons and primarily aimed at providing information for the benefit of employees' bargain-
ing position towards management. 
These social accounts provide a richness of  detailed information on education, training, etc. Indicators are specified by 
hundreds of specific descriptions and definitions. This indicates the administrative and organisational burden on enter-
prises and, consequently, the problems in viewing social accounts as useful for management purposes. Presently, dis-
cussions are continuing in France on how to improve social accounts for management purpose use (Fruleux, 1999). 
Investors in  People,  UK 
I 
I 
! 
I 
I 
I 
I 
I 
Investors in  People (liP) is a standard on training investments, in  operation since 1991. In  1999 more than 33,000 
organisations (enterprises, schools, public and private organisations, etc.) covering 33% of the total UK workforce 
were committed to the standard. The standard does not refer to financial statements but is a relatively simple train-
ing  needs analysis oriented towards implementing structured training  methods (see Hillage &  Moralee,  1996). It 
includes  four  principles  (commitment,  planning,  action  and  evaluation)  and  24  indicators  within  an  action  line 
(review -+ action -+ assessment -+ achievement -+ continuous improvement). 
1 
The standard is  based on  a common framework but with a high degree of flexibility.  Each  liP plan is highly indi-1 
vidualised  according  to the  needs of the individual  organisation.  From  a  standardisation  point of view this  is  a 
! weakness but from a usability point of view it is a strength. Once an organisation has been rewarded the Investors I 
I  award, it has to be renewed on  a yearly basis. 
L  _____________________________________  ----- ___________________________ .. _______________________ .. __________________ --- ------------ - ---
Source: Westphalen, 2000. 
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5.2.6. Human capital reporting standards 
Human capital reports have been developed over 
the past 10 to 15 years. However, reports combin-
ing the measurement and management of human 
capital for both external and internal reasons are a 
recent phenomenon. 
Even more recent are attempts to systematise the 
development of standardised human capital report 
frameworks.  Such approaches exist in Denmark 
in the Netherlands and in the international MERI~ 
TUM project under the European Union's TSER 
programme (Box  3.26). To  be added are  numer-
ous methods developed by consultant companies, 
most of which, however, focus  on internal man-
agement objectives. Finally, individual enterprise 
approaches suffer from their individual styles and 
their lack of generalisation. 
Box 3.26:  TSER  project 'Measuring  intangibles 
to understand and improve innovation manage-
ment (MERITUM)' 
The  aim  of  the  project  is  to  improve  the  policy-
making  capabilities  of the  European  Union  in  the  ; 
realm  of science and  technology policy,  and  partic-
ularly  innovation  policy,  by  providing  a  consistent 
~asis  for  the  reliable  measurement  of  intangible 
Investments. 
The objectives are the following: 
produce a classification of intangibles; 
analyse management control systems for meas-
uring  the  outcomes  from  investments  and  in 
using  these  measurements  for  management 
decision making; 
access the  relevance of intangibles for the pur-
pose of equity valuation in capital markets; 
produce a set of guidelines to measure and dis-
close information on  intangibles; 
test the validity of guidelines developed. 
Four activities are foreseen: 
(a)  classification of intangibles; 
(b)  management control study; 
(c)  capital market study; 
(d)  drafting and testing the guidelines. 
Coordinator: L. Canibano, Universidad Aut6noma de 
Madrid, Spain. 
E-mail: canibano.sanchez@mad.servicom.es 
Most existing  standard reporting  approaches  are 
at a low abstraction level and thus barely qualify 
as  a human capital reporting tool. How can stan-
dards be developed and made operational? 
One  way  is  to  establish a minimum set of stan-
dard  indicators, meeting  the  need  for  reliability 
and  comparability  while  still  leaving  room  for 
individual requirements and perspectives. This is 
the approach guiding the Danish project, although 
the framework is not yet developed. 
Another question is whether reporting on human 
capital  should  be  compulsory  or  voluntary.  As 
mentioned above, public authorities are reluctant 
to  impose  a  reporting  method  on  enterprises. 
Also, the French experience does not support reg-
ulation  in  the  area  since  it  was  intended  to 
strengthen  employees'  bargaining  power  against 
management.  Steering  by  incentives  - within  a 
stand~rd framework  - rather  than  by  law  may 
~stabhsh  ~ne or the other variation of human cap-
Ital reportmg, as the UK approach of Investors in 
People shows. 
The ISO  10015 on quality management of train-
ing (see below) as well as the Investors in People 
programme,  are  examples  of  a  minimalist  ap-
proach, although training and related areas consti-
tute a major element. On the other hand, Business 
Excellence,  the  Balanced  Scorecard  and  other 
generic  management  approaches  are  limited be-
cause they operate on a high abstraction level and 
do  not provide operational tools  or indicators  at 
the enterprise level. 
In  between  the  minimalist  and  the  general 
approach, specific tools should be developed 
which  address  the  specific  needs  of  a 
company  concerning  internal  information 
and external reporting. Frameworks that will 
not  satisfy  the  full  range  of  needs  and 
demands  expressed  by  all  relevant  stake-
holders will fail to become more than a short-
lived fad. 
5.2 .7. ISO Quality management - Guidelines 
for training; ISO/DIS 10015 
The  ISO  standard  on  training  was  planned  to 
come into force in late 1999 (but has not done so) 
and is  part of the standards on quality  assurance 
and quality management. The standard, as such, is 
not markedly different from other methods within 
the  area  of training  needs'  analyses  but has  the 
advantage  of  being  an  international  standard. 
More importantly, it gradually builds up  a data-
base  of the  competences  of employees  in  the 
enterprise, having chosen the ISO standard which 
- eventually - can be easily adopted as  a means 
to report on human capital. 
217 Part three  - Training and employment in a company perspective 
Consequently,  the  interesting  aspect  of the  ISO 
model,  as  presented  in  Figure  3 .13,  is  not  the 
model as such but the perspectives for enterprises 
over time while using the standard. The standard 
will gradually build up a comprehensive databank 
and  provide  a  detailed  overview  of the  compe-
tences  and  qualifications  of  the  enterprise's 
human capital. Furthermore, if used properly, the 
standard  will  also  provide  information  on  the 
flow of human capital, both present and required 
stock, over time. 
This  will  systematically,  and  in  a  standardised 
form, identify the competences needed compared 
with  the  existing  competence  of its  personnel. 
'The organisation should identify the competence 
needed  for  each  task  that  affects  the  quality  of 
products, assess the competence of the employees 
to  perform the  task,  and  develop  plans  to  close 
any  gaps'  (ISO,  1998,  p.  7).  This  provides  an 
important tool  for  mapping the  present stock of 
human  capital  at  enterprise  level  and  for  con-
stantly upgrading this information. 
From this  perspective, the  ISO  standard has  the 
potential  of  paving  the  way  for  reporting  on 
human capital. 
1. Identify and analyse 
training needs 
I  \ 
4.  Outcomes  2. Plan the training 
\  I  L  3. Provide training 
Source: Westphalen, 2000. 
5.2.8. Conclusions 
Human  capital  reporting  is  about  measuring 
values and processes related to the acquisition, 
development and dissemination of knowledge. 
New  approaches  combining  reporting  on  and 
management of enterprises' human capital  are 
emerging.  They  focus  either  on  specific  ele-
ments or on the totality of elements constituting 
human capital and its utilisation. 
With  the  increasing  importance  of knowledge 
as an intangible asset, reporting on human capi-
tal  is  seen  as  a  method  for  estimating  enter-
prises' performance as well as future strategies. 
This is an advantage compared to other report-
ing methods, notably financial  statements, and 
is  the constituent factor in most strategic man-
agement tools developed in recent years. 
Potentially, human capital reports are a complex 
form of measuring, reporting and acting at the 
same time  (Larsen, Bukh &  Mouritsen,  1999) 
which may overcome the barriers between static 
measuring and active managing. However, there 
are substantial problems to be solved before the 
potential will be realised. 
Reporting on human capital is  still surrounded 
by a high degree of indecisiveness regarding its 
direction. Although human capital is highly val-
ued by economic research as well as  by policy, 
it still  falls  short of being  used  in  a coherent 
manner. This is primarily due to the intangible 
nature  of human  capital,  complicating  direct 
measurement.  Instead,  proxy  indicators  for 
human capital will prevail, e.g. used in bench-
marking or statistical analyses of the correlation 
between input investments in human capital and 
output performance at micro or macro level. 
For  a  number  of reasons  enterprises  show  a 
growing interest in reporting on human capital. 
Although still primarily occupied with the input 
side,  some  programmes  and  various  bench-
marking  programmes  evaluate  the  return  side 
based on a standardised framework. 
Ambitious frameworks for human capital report-
ing (e.g. in Denmark) try to  meet both internal 
management as well as external reporting needs. 
Gradually, financial indicators are losing momen-
tum while indicators on human resource manage-
ment, work environment and development and 
dissemination of  knowledge are gaining.65 
The future development of a standard reporting 
framework  will  depend  on  whether the  stake-
holders will formulate clear policies on human 
capital issues. Leaving this field to consultants 
only may carry the risk that the focus will be on 
short  -term and internal management needs, thus 
65  For  more  details  refer  to  the  papers  presented  at  the 
OECD international symposium in Amsterdam, from 9 to 
11  June  1999  'Measuring and reporting intellectual capi-
tal:  experience, issues, and prospects'. Most papers pre-
sented  there  can  be  downloaded:  http://www.oecd.org/ 
dsti/stilindustry/indcomp/act/  Ams-conf/symposium.htm. 
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reflecting  the  traditional  shareholder  perspec-
tive. 
International  organisations  and  most  national 
governments  have  not  yet  expressed  a  clear 
standpoint on  a standardisation and dissemina-
tion  of  reporting  tools,  although  they  have 
expressed  general  support.  Scandinavian  gov-
ernments  and  social  partners  and  the  Dutch 
government have begun to position themselves, 
generally  along  a  stakeholder  approach.  It 
seems  likely  that  human  capital  reporting 
frameworks  with  a  minimum  of standardised 
indicators  will  emerge. They  will  not  become 
compulsory, at  least in the short term, but will 
be  promoted  through  financial,  consultative 
and/or political incentives. 
Enterprises themselves are increasingly operat-
ing with alternative internal and external report-
ing  systems  - from  financial  statements  on 
green accounts to  ethical accounts with human 
capital reporting being only one (sub)system. A 
common human capital reporting method, how-
ever, has  so far not emerged. Instead, manage-
ment  approaches,  such  as  the  balanced  score-
card,  the  learning  organisation  and  business 
excellence prevail and are  often, misleadingly, 
believed to encompass human capital reporting. 
Unless general approaches are developed, sup-
ported  by  governments  and/or  international 
organisations, human capital reporting is  likely 
to  focus  on  the  management  perspective, 
thereby neglecting other benefits of human cap-
ital  reporting,  such  as  attracting  qualified 
employees. On the other hand, if a set of mini-
mum indicators is  established, the potential of 
human capital reporting is likely to be a benefit 
not  only  for  management  but  also  for  other 
stakeholders (Westphalen, 2000). 
6. Exploring skills and training 
needs by enterprise surveys66 
Actors and researchers in  the labour market are 
dependent on solid information on the development 
of labour  demand and skill requirements  at the 
66  This section draws in major parts on the paper ofL. Bellmann, 
2000: 'Vocational training research on the basis on enterprise 
surveys:  An  international  perspective'.  Contribution  to: 
Descy & Tessaring, eds. Training in Europe. Second report on 
vocational  training  research  in  Europe  2000:  background 
report. Luxembourg: EUR-OP. Vol. 2 (published 2001). 
enterprise level. However,  this information is still 
insufficient, due to a lack of  appropriate data. The 
review of  empirical studies at enterprise and estab-
lishment level demonstrates the potential of  those 
surveys for VET research, too. 
This chapter deals with aspects of  the flexibility of 
firms, and the resulting skill requirements, as well 
as with issues of enterprise training, retention of 
training leavers and continuing training. Also dis-
cussed are  the design of enterprise surveys - in 
particular longitudinal and panel surveys as com-
pared to  cross sectional ones - and the value of 
matched employer-employee datasets. 
Decision makers in policy and enterprises, as well 
as researchers, require reliable information on the 
development  of enterprises'  labour demand  and 
skill  requirements.  Some  main  reasons  are  the 
underutilisation  of human  resources  caused  by 
unemployment  and  inadequate  employment  and 
the  need to  reinforce  competitiveness by  human 
capital investments. 
However, available data on the demand side 
are scarce compared with those on the supply 
side (workers). Although a large  number of 
enterprise data are being collected systemati-
cally they do not focus on - or even neglect -
aspects of training and skills and their factors 
of influence - these are considered to be the 
most  important  themes  to  be  addressed  by 
enterprise data (Lynch, 1998). 
Moreover,  many  questions  can  be  answered 
appropriately  only  by  combining  employee  and 
enterprise data. These are, for example, the devel-
opment of skills and skills requirements, replace-
ment  demand  and  recruitment  behaviour,  skill 
shortages  or  overqualification,  earnings  and  -
increasingly important- questions concerning the 
evaluation of publicly funded training measures. 
This chapter focuses on some of these aspects: on 
training and qualification requirements due to an 
increased  flexibility  of  firms,  on  in-company 
training and retention of training leavers, and on 
trends concerning continuing vocational training. 
These fields are most suited to demonstrating the 
potential of enterprise surveys. 
6.1. Methodological aspects 
There  are  basically  two  approaches  concerning 
data collection at the  enterprise level:  cross  sec-
tion and longitudinal surveys. Although longitudi-
219 Part three - Training and employment in a company perspective  ------------------------------------------------·--
nal surveys - e.g. panels on identical enterprises 
over  a time  period - are  much  more  time  con-
suming  and  expensive,67  they  have  decisive 
advantages  concerning  their  completeness,  con-
sistency and plausibility. 
Furthermore,  collecting  data  by  repeated  cross 
section surveys will not be  significantly cheaper 
since  large  sized  enterprises  have  to  be  consid-
ered overproportionally in the sample. Longitudi-
nal surveys may- as  with repeated cross-section 
surveys, too - use  a modular questionnaire with 
core items included in every survey and variable 
items  (e.g.  those  which  are  not  due  to  rapid 
changes) over longer time spans. 
Concerning  data processing, the  most important 
advantages of longitudinal (panel) surveys are the 
consideration of heterogeneity  of enterprises, of 
cause-impact relationships  and  of the  adaptation 
behaviour of an enterprise. 
A disadvantage of longitudinal surveys is  selec-
tivity  problems  caused,  among  others, by  panel 
mortality.  In  general, the  probability of survival 
of a newly established firm is significantly lower 
than of firms that exist longer. For this reason, the 
panel should be regularly complemented by new 
firms which should be presented above average in 
the longitudinal sample ('oversampling').68 
There are a number of important aspects that even 
require panel data. These are, for example: 
•  the  costs  of adaptation  of staff to  changed 
requirements:  these  costs  normally  accrue  in  a 
longer time period; 
•  the  question  of why  an  enterprise  does  not 
provide  training  at  all  or only  during  a  certain 
period; 
•  developments  over  time  can  be  better 
analysed by repeated enquiries of identical units; 
this  allows  the  distinction  between  changes  in 
behaviour  of a  single  firm  and  changes  in  the 
composition of an aggregate of firms; 
•  questions concerning past periods (as used in 
cross-section  surveys)  are  subject  to  mistaken 
recall; this is not the case for panel data collected 
over a longer time period. 
For  additional  requirements  of longitudinal  sur-
veys  concerning  fieldwork,  questionnaires  and 
data processing, see Bellmann, 2000. 
67  In addition, results  will be  available  only  after  a longer 
time period. 
68 In a cross-section sample this would be not necessary. 
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Another important question to be answered when 
conducting  enterprise  surveys  concerns  the  ade-
quate  survey  unit:  the  establishment  as  a  local 
unit or the enterprise that may be a conglomera-
tion of several establishments? 
Experience from enterprise surveys has  shown a 
clear preference  for  the  establishment/unit level 
since  decisions  on  training  and  recruitment  are 
increasingly  devolved  to  lower  levels  in  the 
course  of reorganisation  of enterprises.  Further-
more, important economic indicators like produc-
tion and turnover, working time, wages, etc. are 
more  likely  to  be  available  at  the 
establishment/unit  level.  Concerning  training 
activities, the Continuing vocational training sur-
vey (CVTS: European Commission, 1998a) have 
revealed that information on  continuing  training 
very often even was not available at the enterprise 
level. 
6.2. Selected enterprise surveys 
Enterprise surveys - cross sectional or longitudinal 
ones - which contain information on training and 
qualifications are carried out by  several national 
and supra-national organisations (Table 3.18). 
The largest European survey in the area of VET is 
the  Continuing  vocational  training  survey 
(CVTS) by Eurostat, carried out in 1993 with the 
support  of national  statistical  offices  (Eurostat, 
1997; European Commission, 1998a). The CVTS 
is repeated in the year 2000. One strength of this 
database is its potential for international compar-
isons.  Necessary  improvements  that  have  been 
put in place for the CVTS 2000 concern the coor-
dination of national questionnaires and the deter-
minants of continuing training decisions. 
Furthermore,  Eurostat  carries  out  enterprise 
demographies (a subproject within the framework 
ofEurostat's SME Project). The data are provided 
by national statistical institutes and in most cases 
based on business registers or administrative reg-
istrations of firms. They contain mainly employ-
ment figures (by sector and region) but no break-
down by training or skills.  69 
In 1990, Eurostat and the national institutes started 
a  pilot  study  concerning  longitudinal  enterprise 
data  ('cohort  study').  Small  and  medium  sized 
enterprises  or units  have been followed  through 
69  Participating countries are F,  NL, A, P,  FIN, S, UK. For 
further  information  see:  European  Commission,  1998c, 
Part 2.  For a discussion on methodologies  of enterprise 
panels cf. also Eurostat, 1994b. 
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Region  Designation of survey  Themes  Organisation  Year  Selected 
publications 
EU  Continuing vocational  continuing training  Eurostat  1993  Eurostat,  1997; 
training survey (CVTS)  European Com-
mission, 1998a; 
European Com-
mission, Eurostat, 
Cedefop, 1997, 1999 
Price Waterhouse  management practice  Brewster et a/.,  1994 
Cranfield study 
D  IAB-Betriebspanel  personnel and employ- lnstitut fUr Arbeits- since  Bell  mann et a/.,  1996, 
[lAB establishment panel]  ment policy (employ- markt- und Berufs- 1993  1999 
ment, qualifications,  forschung (JAB)  der 
training provisions,  Bundesanstalt fOr 
retention, continuing  Arbeit 
training, etc.) 
Hannoveraner Firmen- personnel and employ- University of  1993-95  Brand & Carstensen, 
panel [Hannover estab- ment policy  Hannover  1995 
lishment panel] 
Fruherkennungssystem  vocational training  9 institutes  since  Alex & Bau,  1998, 
Qualifikationsentwicklung  1998  1999 
[early recognition system 
of qualification develop-
ment] 
Kosten und Nutzen be- vocational training  Bundesinstitut fUr  since  Bardeleben et a/., 
trieblicher Berufsaus- (costs, benefits of  Berufsbi/dung  1994  1995, 1997 
bildung [costs and bene- initial training)  (BIBB) 
fits of in-company 
apprenticeship training] 
---------- ~~--- ----- ------------------------------- ----·-- -·-------------------- ·-- ----------- -· ·----· -----------------------------·--------------------- ----- ·----
Weiterbildungserhebun- continuing training  lnstitut der Deut- 1987,  WeiB,  1997 
gen [continuing training  (duration, participants,  schen Wirtschaft  1992, 
surveys]  costs)  (IW)  1996  i 
-- -·- ---·------------·-- ---·--- ----- ··--------- -- . --- --·-·-- ------ -------------- --·--- -·-·-- ----- ---·---- --·-·--- ·-·-- ---- -- --·--- --··  ------------1 
us  National employer survey 
(NES) 
Longitudinal research 
database 
BLS survey of employer  continuing training 
provided training 
National Center on 
the Educational 
Quality 
US-Bureau of 
Census 
US-Bureau of 
Labor Statistics 
(BLS) 
Lynch & Black,  1995 
I 
I 
I 
Troske, 1999 
Frazis et a/.,  1995 
----------------------------------- . ----------------------------... ---------------- ---·- ------ --------------------------------------------------·-·-- ---------·-----·--··--i 
ASTD state of the industry  continuing training, 
report  management practice 
Source: Bellmann, 2000. 
time (until 1994); the data contain, among others, 
production and employment figures by sector, but 
no information on training and skills .7° 
70  See European Commission, 1998c. Results are available for 
DK, F, P, FIN, S, and the German Land of  Lower Saxony. 
American Society 
for Training and 
Development 
since 
1997 
Bassi & McMurrer, 
1998, 1999; Troske, 
1999 
An additional source for 'enterprise surveys' is the 
Community labour force survey (CLFS) which con-
tains a question on the number of  persons working in 
a unit in the reference period of  the sample. However, 
the CLFS refers to structural data only (  characteris-
tics of workers and jobs) and provides no informa-
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tion on individual changes over time or on key enter-
prise data (e.g. turnover, employment strategy etc.). 
National enterprise  surveys  in  the  field  of VET 
are,  for  example,  the  survey  by  the  American 
Society  for  Training  and  Development  (ASTD; 
www.astd.org),  surveys  by  the  Institute  of Ger-
man employers (IW; www.iw-koeln.de), by BIBB 
(www.bibb.de)  and  the  German  establishment 
panel carried out by lAB (  www .iab .de). 
6.3. Selected subjects covered by 
enterprise surveys 
A number  of subjects  in  the  area of vocational 
training research - being closely connected with 
the  labour  market  and  with  firms  - can  ade-
quately be treated only by surveys on people and 
enterprises (supply and demand side). 
In the following we concentrate on three subjects 
covered by diverse enterprise surveys:  flexibility 
of  firms;  training  behaviour  and  retention  of 
apprentices; and continuing training. These show 
the  potential of enterprise  surveys  for  a  deeper 
analysis  of  the  underlying  causes  and  conse-
quences. 
6.3.1. Flexibility of  firms 
Firms' measures to increase flexibility are closely 
connected with an increase in skill requirements. 
Changes  in  the  organisational  structure  of  an 
enterprise,  like  teamworking,  devolution  of 
responsibilities by flattening hierarchies, amalga-
mation of units  and establishment of profit cen-
tres,  the  introduction  of just-in-time production, 
etc. tend to  increase both the demand for skilled 
workers and the necessity of continuing training. 
Subcontracting  and  outsourcing  result  in  the 
emergence  of new  service  enterprises  close  to 
production. A central determinant for these is not 
solely the utilisation and deployment of workers, 
but also the entire structure of the enterprise, its 
human resources and strategies. 
There  are  close  links  between  internal  and 
external  flexibility  on  the  one  hand  and 
growth, competitiveness and employment on 
the  other  (European  Commission,  1993; 
OECD,  1996g).  To  react  to  these  external 
challenges,  enterprises  seek  to  restructure 
their  organisation  of work  and  production. 
The awareness has  grown that flexibility of 
workers is the key for  success, in particular 
arising from the acquisition of new skills and 
competences. 
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Business process reengineering which covers the 
whole value added chain of an enterprise includ-
ing subcontractors and purchasers aims to utilise 
better the qualification and motivation potentials 
of  employees.  To  this  end,  competences  and 
responsibilities are being decentralised in a con-
sequent way. 
The creation of autonomous centres, replacement 
of improvement processes from central to opera-
tional  units  (continuous  improvement  process), 
intensified team and group working and total qual-
ity control are some aspects which might be cov-
ered by enterprise surveys in order to gain insight 
into the degree to which enterprises are on the way 
to increasing internal or functional flexibility. 
Brewster, Hegewisch & Mayne (1994) emphasise 
that enterprise flexibility often not only refers to 
internal flexibility but much more to external and 
numerical flexibility.71  In- and  outflows  of per-
sonnel,  atypical  work  contracts,  adaptation  of 
working  time  or  duration  of contracts  and  the 
emergence of core  and  marginal  workers  within 
an enterprise are key variables which should also 
be part of enterprise surveys. 
There are close links between internal and external 
flexibility. A high external flexibility  may  affect 
work  productivity,  the  commitment  of  staff, 
recruitment and internal mobility. Training for aux-
iliaries,  seasonal  and  temporary  workers  or  for 
peripheral workers is dropped since it does not pay. 
Thus functional flexibility in an enterprise will be 
decisive for a long-term oriented enterprise policy 
concerning  adaptation  to  external  requirements. 
Enterprise surveys should provide information on 
the strategies followed by firms of  different sizes to 
adapt to the needs of the market, of customers and 
of production, and to balance these with working 
time, internal skilling and participation of workers. 
The practice of human resource management was 
subject of diverse European case studies, e.g. the 
Price Waterhouse Cranfield Study  (see Brewster 
et al.,  1994), studies by Hutchinson & Brewster 
( 1994) and by Doherty &  Nyhan ( 1997). Also of 
interest  are  comparisons  between  European  and 
US  firms  which indicate an approximation of the 
different 'philosophies' (Nyhan, 1999). 
It is  not  surprising that the  emphasis  on  labour 
market  flexibility  tends  to  be  too  narrow  and 
should  be  replaced  by  a broader perspective  of 
71  For a definition of external, internal, numerical and func-
tional flexibility see Tessaring (1998b, p. 55). _____________________________________________________  ----------------------------------- ________________  Exploring skills and training needs by enterprise surveys 
organisation theory. The  Swedish NUTEK  study 
(  1996)  defines  flexible  organisations  by  four 
characteristics: organised improvement of knowl-
edge and skills; devolution of responsibilities; flat 
hierarchies;  and  individualised  wage  systems. 
According to this perspective, the entire structure 
of  the  organisation,  its  human  resources  and 
strategies are to the fore, and not only the deploy-
ment of workers. 
As  in  the  NUTEK  study,  the  spread of flexible 
organisations  is  one  of the  main  themes  of the 
analysis by Bellmann et al.  ( 1996)  based on the 
establishment panel  of the  German  Institute  for 
Employment  Research  (lAB).  The  study  dis-
cusses  flexible  enterprises  and  working  time, 
wage  flexibility,  innovations  of  products  and 
processes, research and development and the state 
of initial and continuing training. Furthermore the 
employment  impact  on  workers  with  different 
qualifications of the introduction and extension of 
flexible  forms  of organisation and of innovation 
is of great interest (Box 3 .27). 
Box 3.27: lAB establishment panel 
The  lAB  establishment  panel  started  in  1993  (in 
West Germany; since 1996 also in the new German 
Lander) and is a survey of around 10,000 establish-
ments/units  (1998)  which  are  interviewed  annually. 
In  order  to  analyse  start-ups  and  closures,  every 
year newly established firms are integrated into the 
panel.  The  questionnaire  contains  a  standard  part 
and  a variable part. 
Themes  addressed  are,  among  others:  stock  and 
changes of personnel,  structure of qualification and 
other characteristics of workers, enterprise planning 
and  investments,  provision  of apprenticeship  train-
ing  places,  internal  continuing  and  further training, 
wages, working time. 
For  more  details  see  Bellmann,  1997,  2000;  Bell-
mann  &  Lahner,  1998;  Bellmann  et a/.,  1999;  for 
additional information see: www.iab.de. 
Some  highlights  of the  lAB  panel  results  are 
(Bellmann, 2000): 
•  reduction in low skilled workers and increase 
in skilled and higher skilled workers (in particular 
higher education graduates); 
•  firms carrying out process innovation in man-
ufacturing and services feature high employment 
gains; 
•  organisational  changes  (e.g.  group  working, 
retrenchment of hierarchies, devolution of respon-
sibilities to  lower levels, amalgamation of units, 
establishment  of profit  centres,  introduction  of 
just-in-time production) tend to reduce the number 
of workers in a firm, at least in the shorter term; 
•  in  the  longer term, organisational restructur-
ing  will lead to employment increase for  skilled 
and highly skilled workers; 
•  small and medium sized enterprises in partic-
ular  have  a  high  potential  for  organisational 
change. 
6.3.2. Training and retention of  workers 
Enterprise  surveys  permit  the  analysis  of  the 
intensity  and  behaviour of training  activities  of 
companies, as in their reasons for not training due 
to specific enterprise structures (e.g. size or sec-
tor).  Furthermore,  by  observing  the  training 
behaviour  of companies  over time,  the  changes 
and  reasons  behind  them  can  be  analysed.  The 
results presented below refer to  German surveys 
(see Box 3.18). 
(a)  Some  results  of lAB's establishment panel 
(Dietrich  &  Bellmann,  1998;  Bellmann  & 
Neubaumer, 1999a, b) are: 
•  SMEs provide (apprenticeship) training above 
average in relation to the number of their employ-
ees  (training intensity see also Table  3.9  above); 
more  than  50%  of all  apprentices  are  trained  in 
SMEs; 
•  there is  a general trend of reduction of train-
ing enterprises; the training behaviour of firms is 
dependent  on  the  sector,  firm  size,  on  turnover 
perspectives, the qualification structure of work-
ers  and on the type of region (large city, periph-
ery, country); 
•  the  provision of training is  above average in 
most sectors in manufacturing whereas sectors of 
production-related services train below average; 
•  the  training  commitment  of firms  may  be 
hampered  by  lack  of  training  eligibility,  high 
training costs, lack of ability to retain people after 
training and a shortage of suitable applicants; 
•  a comparison of employment change and pro-
vision of training places shows that firms reduced 
employment much more than training places; 
•  the  results  of analysis  of varying  influences 
on  the  retention of workers  after training  in the 
firm  show  that firms  train young people beyond 
their own  demand for  skilled  workers.  They  do 
not retain all those leaving training if returns are 
decreasing or the business situation deteriorates; 
•  it is  also noteworthy to  mention that a grow-
ing number of young people are offered a tempo-
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rary or part time work contract after the comple-
tion of training. 
(b)  Enterprise surveys are also at the heart of the 
new system of 'early recognition of skills', sup-
ported by BMBF and  carried out jointly - with 
different approaches - by nine German research 
institutes (Alex & Bau, 1998, 1999; Kloas, 1999; 
for  more details cf. Part 4, Section 4.4.2 in this 
report;  website:  www.frequenz.net),  including 
also enterprise surveys. The BIBB carries out sur-
veys in around 1  ,900  'reference firms' willing to 
participate  in  this  activity  on  a  regular  basis. 
Questions  concern their training  and  continuing 
training  commitment,  changes  in  skill  require-
ments in the course of product and process inno-
vations and of organisational changes. The Infas 
institute  analyses  SMEs  in particular in  service 
sectors  (case  studies)  and  the  ISW  institute  -
based on interviews with 'trend-setter' companies 
-tries to identify 'trend qualifications', for exam-
ple those emerging from the use of trend-setting 
new technologies. 
(c)  Costs  and  benefits  of training  analysis  has 
been carried out by BIBB several times based on 
enterprise case  studies  (Bardeleben et al.,  1995, 
1997; Kau, 1994)72• It became clear that the com-
pany's training costs can be recorded much easier 
than the respective benefits, in particular non-mon-
etary and longer term benefits. Enterprises train in 
order to recruit skilled workers not available on the 
external labour market. Moreover, training allows 
identification of the most capable young talents, 
thus improving their commitment to the firm and 
reducing the fluctuation rate. 
6.3.3.  Continuing vocational training73 
Numerous  analyses  (mostly  econometric  ones) 
based on enterprise surveys discuss the returns to 
CVT and in particular the impacts of CVT on pro-
ductivity (see also  Part 5, Chapter 1)?4  Increas-
ingly such studies are focusing on the evaluation 
of publicly funded CVT measures (e.g. for CVT 
controlling). 
Enterprise surveys that deal with the provision of 
CVT by enterprises include: 
~  a  panel  survey by Gerlach & Jirjahn ( 1998) 
for  several  hundred  manufacturing  firms  in 
72 Cf. also the first research report (Tessaring, 1998b; Part 2, 
Chapter 3.3). 
73  Cf. also the discussion of CVT in the first research report 
(Tessaring, 1998b; Part 3, Chapter 4.4). 
74 Those studies are not included in this chapter, however. 
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Lower  Saxony  (D),  carried  out  in  1993-95.  A 
great number of factors  influencing firms' CVT 
activities have been identified. The authors con-
clude that firms  invest in  CVT only  if positive 
returns  are  expected.  Increased  CVT  offers  for 
workers  with  skill  deficits  does  not  take  place, 
thus  an improvement in their employment situa-
tion  cannot  be  expected  from  these  measures. 
Moreover, to  employ the long-term unemployed 
on  probation  and  to  train  them  further  is  not 
expected  to  be  a  successful  strategy  as  long  as 
there is a reservoir of skilled workers without the 
stigma of unemployment. 
•  A  similar  approach  to  the  determinants  of 
CVT offers by firms was used in lAB's establish-
ment panel (special questionnaire in  1997). The 
results (Dull &  Bellmann, 1998) reveal a hetero-
geneous pattern of CVT in Germany: 
(i)  the  willingness  of  firms  to  offer  CVT 
increases with the size of the firms; 
(ii)  CVT offers vary considerably and are  most 
infrequent  in  agriculture, hotels,  restaurants 
and cleaning; 
(iii) the  qualificational  structure  of  workers, 
investments in modernisation and non-avail-
ability  of  skilled  workers  in  the  external 
labour market are the main factors influenc-• 
ing CVT activities; 
(iv)  higher skilled workers have significantly bet-
ter chances of participating in CVT measures 
than lower skilled; 
(v)  CVT activities in companies are closely con-
nected with framework conditions, in partic-
ular a targeted deployment and work organi-
sation concept; 
(vi) larger sized enterprises regard CVT more as 
a  complementary  strategy  to  initial  training 
whereas  SMEs  do  not  have  a  systematic 
CVT strategy. 
•  Enterprise surveys carried out by the Institute 
of German  Employers  (IW)  in  1987,  1992  and 
1996  with  almost  1  ,400  firms  participating  (in 
1996)  show  that  firms  prefer  short  term  and 
internal  CVT  arrangements  (WeiB,  1990,  1994, 
1997).  These  measures  are  organised  in  a  time 
economical way and just-in-time. New media in 
CVT  have  not  yet  got  off the  ground  but  the 
highest increase  is  in  learning  at the  workplace 
and  self-directed learning. Most firms  intend to 
intensify  the  evaluation  and  efficiency  of their 
..cvT. ____________________________________________________________________________________________  Exploring skills and training needs by enterprise surveys 
•  The  CVTS  carried  out by  Eurostat  in  1994 
(Eurostat, 1997  ~ reference year: 1993)15 within the 
framework of the FORCE programme consisted of 
interviews  with  50,000  representatives  of enter-
prises with more than 9 employees  .76  The Euro-
pean Commission, Eurostat & Cedefop ( 1997) and 
the European Commission ( 1998a) have published 
selected results  .77 It would be unhelpful to present 
the numerous results here because they differ sub-
stantially from country to country. The report of  the 
European Commission ( 1998a) contains compara-
tive results, among others, on: 
(i)  enterprise activities, participation of workers 
in CVT and forms of CVT programmes, bro-
ken down by several characteristics~ 
(ii)  duration and intensity of CVT participation~ 
(iii) future qualification requirements and an esti-
mate of the further development of continu-
ing training activities. 
However, because the survey is restricted to CVT 
measures, important determinants of  CVT intensity 
(e.g. investments, technological  state of the firm, 
influence of  the works council) cannot be analysed. 
•  In  the  US,  too,  several  surveys  address 
aspects  of company  CVT  activities.  Worthy  of 
mention here is the benchmarking exercise of the 
American Society for Training and Development 
(ASTD, surveys since 1997 on a voluntary basis), 
special  comparative  surveys,  e.g.  for  'leading 
edge' companies, and a  smaller enterprise panel 
in the  steel industry. An interesting result is  the 
positive relation between training and CVT on the 
one  hand,  and  performance  of the  firm  on  the 
other.78  More  details  can  be  found  in  OECD 
(1999a) and Bellmann (2000). 
•  The  OECD  ( 1998d),  based  on  a  review  of 
research  literature  for  different  countries,  con-
cludes that training increases not only wages for 
individuals (see Part 5, Chapter 1 in this report), 
but also has a positive impact on productivity for 
those firms  that train and innovate. The gains go 
equally  to  workers  and  firms.  Productivity  gaps 
between  countries  are  attributed  to  different 
investments  in  human  capital.  Enterprise-based 
75  The CVTS is being repeated in 2000. 
76  However, several sectors (e.g.  agriculture, education and 
health, public services) were not included in the survey. 
77  See also the discussion of the CVTS in the first research 
report (Tessaring, 1998b; Part 3, Chapter 4.4). 
78  This  finding,  however,  should  not  be  interpreted  as  a 
causal relationship: better-performing firms possess more 
financial means to invest in training and CVT. 
training  has  the  greatest impact  on  performance 
when  undertaken  in  connection  with  changes  in 
work organisation, job structure, and, sometimes, 
technological innovation. 
•  Barrett & O'Connell (1998), based on a panel 
survey of 260 Irish firms, even found that invest-
ment in general training had a positive and signif-
icant effect on firms' productivity. This positive 
effect also remains when controlling for changes 
in work organisation and corporate restructuring. 
No  such  effects  were  found  for  firm-specific 
training. 
6.4. Merging employer-employee datasets 
A deeper insight into training and CVT aspects, 
and a challenging perspective for VET research, 
is  to be expected by merged datasets combining 
employer and employee data. This research field 
is  emerging rapidly: Abowd &  Kramarz (1999a, 
b) refer to  around 100  studies from 15  countries 
which have been worked out in the past five years 
(many of them are still discussion papers). 
There are important reasons for considering 
both sides' individual preferences and enter-
prise strategies  concerning  training.  Neither 
is  independent  from  the  other:  individual 
choice of training takes into account existing 
training  offers  and  the  perspectives  within 
the  firm  or on the  labour market linked to 
training.  Enterprises  take  account  of  the 
available human resources in the internal and 
external  labour  market  when  deciding  on 
training. 
As far as  we know, matched datasets do not yet 
exist  for  flexibility  and  training  issues  as  dis-
cussed above. Most studies  concern wage struc-
tures and labour demand. 
Examples  are  (for  more  details  see  Bellmann, 
2000): 
•  the  merging  of French  labour  force  survey 
data 1987 with available enterprise data 1978-
87 (Kramarz,  1994~ Entorf & Kramarz,  1998)~ 
•  similarly,  Goux  &  Maurin  (1997)  matched 
data from labour force surveys with enterprise 
surveys in France~ 
•  Troske (1999) and Bayard & Troske (1999) use 
a similar dataset of the US Bureau of  Census~ 
•  Schone  ( 1999)  analyses  the  wage  effect  of 
CVT measures with matched data for Norway~ 
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"  Bellmann et al. (1999) merged the lAB enter-
prise panel with the employment statistics  79 of 
the  Federal Employment Services in order to 
analyse the flexibility of qualifications; 
@  since 1993, OSA in the Netherlands has elabo-
rated  combined  labour  force  supply  and 
demand panels (Allaart, 1996); 
~~~~  Frazis  et a/.  (  1998)  for  the  US  and  Krebs  et a/. 
(1998)  for  Canada  interviewed  firms'  representa-
tives as well as selected employees in these firms. 
6.5. Conclusions 
The  discussion  in this  chapter has  shown  that 
enterprise surveys are becoming an unrenounce-
able instrument for vocational training research. 
However, a number of  questions remain concern-
ing the design of enterprise surveys and the elab-
oration  of merged  datasets  for  employers  and 
employees, in particular for  international com-
parative  surveys.  Experience  with  existing 
national surveys indicates several issues, which 
should be included in such surveys. 
A  framework  of  information  concerning  the 
firm's  personnel  and  employment  policies,  as 
well  as  its economic background, is  necessary 
to  evaluate  important  factors  that  influence 
training and skill needs: 
@  the  survey  should preferably be designed 
as a panel, thus incorporating significant advan-
79  Statistics of employed persons covered by the social secu-
rity system. 
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tages concerning the techniques of data collec-
tion, survey and processing; 
•  furthermore,  a  survey  of a representative 
group  of employees  within  the  enterprises  is 
indispensable  in  order  to  construct  merged 
employer-employee datasets and to compare dif-
ferent estimations and preferences of both sides. 
•  the  greatest potential for  analysing  enter-
prise surveys - in particular longitudinal studies 
-is offered by econometric methods. Therefore, 
a number of additional items should be included 
in the  survey  in order to  gain insight into  the 
most important influences on enterprise training 
activities  (and, by using  merged  datasets, also 
by  consideration  of  factors  induced  by  the 
demand and supply side); 
•  questions  concerning  enterprise  activities 
in training  and CVT should be complemented 
by future skill requirements; 
•  international comparisons - based on joint 
activity in several countries- are useful to qual-
ify national observations concerning, for exam-
ple, the commitment of enterprises to training, 
skill requirement, recruitment  and  deployment 
policies, etc.  First  steps  in  this  direction have 
been  undertaken  by  the  CVTS,  and  further 
potential lies in Eurostat's enterprise demogra-
phies. Although - due to  considerable national 
specifics - an  international comparison of fac-
tors  influencing  in-company  training  using 
econometric methods  appears to be difficult, a 
solid  European  enterprise  register  is  a  good 
basis for a projection of national samples. four 
Employment, economic performance and skill mismatch 
Despite the recovery of  European labour markets in recent years, in terms of  increasing employment and 
decreasing unemployment figures, structural imbalances are still evident. This is evident in the persistent 
high level of  long-term unemployment, the relatively weak position of  women and younger people and the 
increasing degree of 'hidden unemployment', i.e. people who have been sorted out of  regular employment 
during the long preceding periods of  unemployment. Considering the widely acknowledged economic and 
social benefits of  knowledge and skills, and their contribution to economic performance and social cohe-
sion, efforts should be continued to raise the skill level of  the population by attaching greater importance 
to the education and training of  the lower skilled and of  other groups of  disadvantaged people in contem-
porary European societies. 
In this context, research increasingly widens the notion of  skills which are  'traded' in the labour market. 
Taking into account the diachrony of  time scales between the acquisition of  skills and their productive use 
in the labour market, and in view of  the limited explanatory power of  formal qualifications, research and 
policy  increasingly focus  on  competences which  comprise  both  the  skills  acquired in  institutionalised 
forms of education and training, and skills imparted by work experience and learning outside schools. 
This extension of  the notion of  competence has an important impact on the links between education, train-
ing and work, and also on the definition of  imbalances between these systems. 
In a dynamic perspective, imbalances in the labour market are discussed in several ways. Studies dealing 
with 'skill mismatch' attempt to explain the persistence of  unemployment by heterogeneous skill profiles of 
the  workforce  and,  in  particular,  by the  poor employment prospects of lower  skilled people  who  are 
increasingly affected by technological change and restructuring of  economies. Another explanation of  per-
sistent long-term unemployment refers to  'state dependence', and in particular to the obsolescence or loss 
of  skills during long periods of  unemployment and the decreasing valuation of  skills by employers. 
In a more qualitative view,  'overqualification' denotes a situation where people are less and less able to 
make use of  their skills at work. This phenomenon seems to be a growing problem in most European coun-
tries. However,  its definitions,  approaches and implications are  not always clear-cut and call for more 
intensive research. Finally, and often simultaneous with the structural imbalances mentioned above, 'skill 
shortages' are gaining in importance in several European countries. Most of  these shortages exist in  the 
ICT sectors and are seen as major inhibitors to  innovation and competitiveness if  not resolved by appro-
priate measures in education, initial and continuing training of  workers. 
Measures to  shape VET systems and to prevent these imbalances need, among other inputs, information 
on possible future developments of  skill supply and demand. Although there is considerable scepticism as 
to the value of  forecasts for individual and political decision-making, forecasting activities are intensified 
in many countries and at all levels - national, regional and enterprise level. A similar situation applies 
with more 'qualitative' approaches which try to transcend the restrictions imposed by available statistical 
data and the complexity of labour markets by including the expectations and strategies of  stakeholders. 
These approaches appear to be adequate if  the statistical infrastructure is not very well developed. In an 
ideal situation, however, quantitative and qualitative approaches should supplement each other and thus 
try to  design a comprehensive picture of  possible futures,  considering quantitative indicators as well as 
policies and options of  all actors concerned. 
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1. Basic facts on employment 
in Europe 
In  recent  years,  employment  has  grown  in 
Europe,  and unemployment  is  on  the  decrease, 
though  it still remains at a high level compared 
with  the  United  States  and  Japan.  Throughout 
this,  structural change towards services (in  par-
ticular business, health and social services) and 
towards high-skill occupations continues. 
However,  according  to  the  Community  labour 
force survey of  1999, there are still substantial dif-
ferences between the sexes and between younger 
and older people in  terms of employment rates, 
unemployment and other features  of the  labour 
market. In addition, hidden unemployment- also 
due to the persistent numbers of  long-term unem-
ployed who retired, discouraged from participat-
ing in the labour market-has reached a high level. 
1.1. Employment situation
1 
In 1997-98, the number of employed in the Euro-
pean  Union  increased  by  1.8  million  (+  1.2%). 
This  was  the  highest  growth  rate  since  1990. 
Employment growth in the EU is  still lower than 
in the US, but has exceeded that of Japan. Some 
features (European Commission, 1999c) are wor-
thy of attention. 
•  Between  1991  and  1997  total  employment 
grew in the US by almost 2% per year; in the EU 
it grew by 0.5% p.a. Low employment growth in 
the  EU was  mostly  due  to  the  low  employment 
growth or even decrease in Germany.2 The rest of 
the  Member  States  increased  employment  by 
around 1% p.a. 
•  The  US  has  surpassed  the  EU  in  terms  of 
employment rates3• Whereas employment rates in 
1975 were almost equal (EU:  64%, US:  63%), in 
1998 the US  rate stood at 75%, and the EU rate 
fell  to  61%.  The  lead  of the  US  rate  is  fully 
explained by higher employment in services. 
1  Current  employment  issues  and  further  information  on 
activities and publications are available on the websites of 
the European Commission and of Eurostat: 
http:/  /europa.eu .int/comm.htm; 
http:/  /europa .eu .inti  comrn/  dgs/eurostat .htm. 
2  With  regard to  the  relatively  low  employment perform-
ance in Germany over the period 1994 to  1998, the Euro-
pean Commission has excluded Germany in some figures 
(e.g.  employment  change  in  manufacturing)  in  order to 
explicitly suppress the 'German effect'. 
3  Number of people in work as % of the working-age popu-
lation. 
•  Employment change in the EU was marked by: 
(i) job losses in agriculture and manufactur-
ing (job losses of the latter were particularly 
high in Germany); 
(ii)  services  growth  particularly  in  health, 
social services and business services and in 
particular in Germany; 
(iii)  a  shift  towards  higher  skilled  occupa-
tions (managers, professionals, technicians). 
•  Although the shift towards service sectors in 
the  EU  continued in  1998, for the first  time for 
many  years  the  number  (not  the  proportion) 
employed in industry rose, too. 
•  For the first time in the EU since 1990, there 
was more than a marginal increase in the number 
of full-time jobs although part-time employment 
still rose  considerably. Between  1994 and  1998, 
78% of net additional jobs created were part-time. 
In addition, the number of people working in jobs 
with fixed-term contracts increased significantly. 
•  Whereas total EU employment increased sig-
nificantly,  in  1998  the  number of self-employed 
remained the  same as  in  1997, and the  share  of 
self-employment thus fell  to  around  14.5%. One 
of the reasons was the decline in agricultural self-
employment. 
•  The  number of occupations demanding  high 
skills continued to grow. Managers, professionals 
and technicians accounted for most of the overall 
job growth in the EU over the period 1994 to 1998, 
while the number employed in unskilled or low-
skilled  manual  jobs  declined.  An  exception,  as 
found in every recovery period, is the job increase 
in low-skilled sales and service occupations. Alto-
gether, however, the loss of jobs in almost all other 
occupational  groups  was  particularly  significant 
for unskilled manual workers, with an average job 
loss rate of almost 2%  per year over this period. 
This  occupational  shift  was  common  to  most 
Member States. The only countries where the num-
ber of manual workers increased were Spain, Ire-
land and the Netherlands. 
The US  (25.3%) has  a significantly higher share 
of high  skill  occupations  (managers, profession-
als,  technicians),  than the EU-15  (21.1 %;  Table 
4.1).  However,  in  the  US  manual  jobs  did  not 
decline, and job increases for  sales  and  services 
workers  were  higher than in  the  EU.  Moreover, 
the EU figure is pulled down by the four Southern 
Member States with  shares  of 16%  or less. The 
three Nordic states, the  Netherlands and the UK 
had  higher  shares  than  the  US.  The  share  of 
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31.2  16.4  13.9  5.2  66.7 
28.4  21.5  18.0  9.6  77.5 
28.1  19.8  17.9  3.7  69.5 
27.5  22.1 
26.6  13.8 
23.6  14.9  17.8  5.4 
23.1  16.8  14.2 
22.5  15.1  14.3 
21.5  19.1  23.0 
--~-~-·  ~-~--~~----~...- ............... ..--·-·. 
21.2  15.9  18.3  4.8  60.1 
17.3  17.9  17.4  5.2  57.8 
16.4  16.9  27.1  7.2  67.5 
15.8  12.8  24.9  3.3  56.7 
13.9  11.5  16.4  6.8  48.6 
13.3(b)  16.1  16.9  5.0  51.3 
21.1  16.3  17.5  5.5  60.5 
25.3  26.3  17.7  4.7  74.0 
(a)  Skilled agricultural and fishery workers, craft and related trades workers, plant and machine operators; 
(b)  Eurostat noted that this rate seems implausibly low; 
(c)  % of working age population 15-64 years. 
Source: European Commission, 1999c, Table 5 (EU-countries sorted by share of managers/professionals/technicians). 
highly skilled workers in Austria, Germany, Lux-
embourg,  France  and  Belgium  was  around  EU 
average. Table 4.1  presents the employment fig-
ures  by broad occupational  groups  1997  in EU 
countries and the US. 
•  The OECD (2000b) published the structure of 
population  and  labour  force  by  educational 
attainment  for  the  first  time  according  to  the 
revised ISCED classification (see  Box 4.1). The 
new ISCED 1997 introduces a multi  -dimensional 
classification, allowing  for  the  alignment of the 
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educational content of programmes and for infor-
mation  on  whether  a  specific  programme gives 
access to subsequent education or training routes 
or to  the labour market.  However, detailed data 
were not yet available for the majority of OECD 
countries.
4 Table 4.2 illustrates the distribution of 
the labour force by the new ISCED levels of edu-
cational attainment. 
4  For more information on the allocation of educational lev-
els to ISCED see OECD (2000b, Annex 3). 
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Australia  x{2)  38  a  11  22  x(5)  10  19  100 
Austria  x(2)  21  a  55  6  6  5  8  100 
Belgium  11  21  a  7  28  x(4)  17  16  100 
Canada  x(2)  16  x{5)  x(S)  28  14  22  21  100 
Denmark  n  17  a  49  5  x(5)  22  6  100 
Finland  x(2)  26  a  a  41  a  18  15  100 
France  15  18  30  3  10  0.2  11  12  100 
Germany  1  11  a  55  1  5  10  16  100 
Greece  39  9  2  2  23  5  5  15  100 
Ireland  16  25  m  m  32  13 
Italy  15  32  3  6  27  6  x(8)  12  100 
Japan  x(2)  18  a  x(5)  50  m  11  20  100 
Netherlands  8  20  a  x(5)  43  x(8)  x(8)  28  100 
Norway  0.1  14  a  39  18  2  26  100 
Portugal  66  13  x(5)  x(5)  11  x(5)  3  8  100 
Spain  34  24  0.4  5  10  n  7  18  100 
Sweden  9  12  x(5)  x(5)  49  x(7)  16  14  100 
Switzerland  x(2)  16  a  52  7  x{4,5)  10  15  100 
United Kingdom  x(2)  14  28  17  14  x(9)  9  17  100 
United States  4  7  x(5)  x(S)  51  x(5)  9  29  100 
(*)  25 to 64 years of age. 
Legend: 
a:  data not applicable because the category does not apply; 
m:  data not available; 
x:  data included in  another column [e.g. x(2) means that data are included in column 2]. 
NB: For notes on countries see OECD, 2000b, Annex 3. 
Source: OECD, 2000b, Table A2.1b. 
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Box 4.1:  Revision of ISCED 
The  new  ISCED  classification  of education  1997 
takes account of some complementary dimensions, 
compared with the previous ISCED (1976): 
•  the type of subsequent education or destination 
for which those completing education are  eligi-
ble,  or the  type  of labour market  positions  for 
which they prepare graduates; 
•  the  programme  orientation,  in  terms  of  the 
degree  to  which  the  programme  is  oriented 
towards a specific class of occupations or trades. 
The  following  distinctions are  made with  reference 
to Table 4.2. 
1 ISCED 0: pre-primary education; 
ISCED  1:  primary education  or first stage of basic 
education; 
ISCED  2*):  lower  secondary  or  second  stage  of 
basic education, giving direct access to  ISCED 3A, 
38 or 3C or entry into the labour market; 
ISCED 3A: giving access to  ISCED SA; 
ISCED 38: giving access to ISCED 58; 
ISCED  3C:  not  giving  access  to  level  5,  but  to 
labour market,  level  4 or other level 3 programmes 
(further distinction by duration); 
JSCED  4*):  post-secondary  non-tertiary  level  pro-
grammes that straddle the boundary between upper 
secondary  and  tertiary  education.  These  may  be 
more advanced programmes at upper secondary or 
post-secondary  level,  preparing  either  for  entry  to 
ISCED 5 or into the labour market; 
ISCED  SA:  theoretically  based  tertiary  education, 
research  preparatory  or  giving  access  to  pro-
grammes  for  professions  with  high  skill  require-
ments; 
ISCED  58:  practical,  technical  or  occupationally 
specific programmes; 
ISCED 6:  tertiary education leading to an advanced 
research qualification. 
*) Further differentiation is made for ISCED 2 and 4. 
Source: Unesco (see also Tessaring,  1998b, Annex, 
pp.  290 ff.). 
In  some  countries  (Ireland,  Italy  and  Greece) 
more than 40% of the labour force did not com-
plete upper secondary education; this proportion 
increases to 58% in Spain and to 79% in Portugal. 
Around 50% or more of the labour forces in Den-
mark,  Switzerland, Austria  and  Germany  com-
pleted an upper secondary education programme 
at levels 3C long and 3B. Japan, Canada, Norway, 
the  Netherlands  and the  US  are those countries 
with  the  highest  proportions  of  workers  at 
research-oriented tertiary levels 5A and 6. 
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1.2. Employment patterns 
Figure 4.1 and Figure 4.2 provide some basic infor-
mation on the structure of employment in the EU-
15 by gender and for young people, based on the 
Community Labour Force  Survey  (CLFS)  1999 
(Eurostat & Franco, 2000). As in most European 
figures, there are large variations across countries. 
This report is, however, not the place to analyse in 
detail country-specific employment patterns. We 
refer to the publications by Eurostat, in particular 
to the results of the CLFS and to the comprehen-
sive discussion in 'Employment in Europe' (sev-
eral issues) by the European Commission.5 
Two thirds of the total EU population (  = 370 mil-
lions) is of working age, 17% are younger than 15 
years, and  16%  older than 64 years.  More than 
9% of the labour force
6 
( 171.5 millions) is unem-
ployed and 31% of the  15-64 year olds are non-
active. 
Figure  4.1  and  Figure  4.2  display  some  more 
detailed features of the employment structure 1999 
relating to males and females and to younger people. 
•  Employment  rates 
7  differ  substantially 
between men and women (Figure 4.1):  whereas 
72%  of  men  at  working  age  are  in  gainful 
employment, this is true for only 53% of women. 
Concerning sectoral employment, four out of five 
women are employed in the service sectors (men: 
56%). However, every third woman works on the 
basis of a part-time contract (men: 6%). 
•  The distribution of the population by educa-
tional attainment (ISCED levels8)  reveals a well-
known picture. More than one third of the Euro-
pean  population  belongs  to  the  lower  skilled 
group, more than 40% have skills at the interme-
diate  level,  and 21%  have a  higher skill levels. 
Women are disproportionately represented in the 
low skill group, and, correspondingly, underrepre-
sented in the higher levels. 
•  Men  are  employed  in  full-time  jobs  (more 
than  93%  of all  employees)  to  a  significantly 
higher  degree  than  women  (66%).  In  addition, 
women are somewhat more frequently employed 
in temporary jobs than men. 
5  The latest issue of 'Employment in Europe 2000' became 
available in late spring 2000 and could not be considered 
in detail in this report. 
6  Sum of employed and unemployed people. 
7  Employed persons  in  private households (without unem-
ployed)  in  % of the  working age population (age  15-64 
years). 
8  ISCED  1976;  for the  distribution of the  labour force  by 
'new' ISCED 1997 levels see Table 4.2. male and temate 
male 
female 
(percentages in italics} 
2. Persons in employment (mio) 
Employment rate {% of  popul.  15-64 years)(b) 
Employment by sectors {% of  2)  agriculture 
industry 
seiVices 
3. In full-time employment (mio) 
(%of  2) 
H  4.  Employees {% of  3) 
_  Permanent contract {% of  4) 
Temporary contract (% of  4) 
H  5. Self-employed {% of  3) 
H  6.  Family workers {% of  3) 
7.  In part-time employment (mio) 
{%of 2) 
1. Total population (mio) 
Work. age popul. 15-64 years (mio) 
Age structure (%)<15 
15-64 
> 64 
Education level (%)fcJ  ISCED1-2 
ISCED 3 
ISCED5-7 
Unemployment rate {% of  labour force)fcJ 
Duration of  unemployment 
{%of 8} 
<  1 year 
;::  1 year 
Seeking a first job (% of 8) 
(a)  Greece:  1998; (b) in  private households; (c) employed and unemployed persons. 
total (mio) 
15-64 years (mio) 
% of popul. 15-64 
Out of these {% of  9,  age 15-64) 
•  In education/training 
•  Would like to work/seeking a job but 
not available 
~  NB:Sums of subcategories do not always add up to 100% because of non-response; partly estimated by the authors; for further details, see Eurostat: Community labour force survey- methods and 
-.J  definitions, 1998. 
Source: Eurostat & Franco, 2000. N 
\..;.) 
00 
(percentages in italics) 
(a)  Greece:  1998; (b) in  private households. 
1. Total population (m1o)  109.1  ---------------------------------------------------
Age structure (%)  <15 years  57.9 
15-24 years  42.1 
Duration of unemployment 
(%of 8) 
< 1 year 
~ 1 year 
66.2 
30.9 
Long-term unemployment rate 
(% of labour force 15-24) 
5.6 
9.  Non-active persons 15-24 years 
24.2 mio 
Out of these (%  of 9) 
•  In education/training  71.7 
•  Not in education/training  28.3 
NB: Sums of subcategories do not always add up to 100% because of non-response; partly estimated by the authors; for further details, see Eurostat: Community labour force survey - methods and 
definitions, 1998. 
Source: Eurostat & Franco,  2000. •  There are considerable variations concerning 
self-employment (men:  18%, women:  10%). 
•  Of all  inactive  people  aged  15-64  years, 
around  26%  are  in  education  or  training  pro-
grammes (men:  37%, women: 21% ). 
Figure 4.2 contains an equal set of indicators for 
young  people  aged  less  than  25  years.  Some  of 
the main features are: 
•  their lower employment rate (39%) is due to 
the  large  proportion  of younger  people  still  in 
education  and  training  (38%  of the  total  age 
group 15-24 and 72% of inactive young people). 
Another  6%  of  this  age  group  are  neither  in 
employment nor in education or training; 
•  compared  with  the  total  European  work-
force, younger people more often work part-time 
(22.5%  compared  with  17.6%).  Furthermore, 
many  young  employees  (39%)  have  temporary 
contracts only (total:  12% ).  Not surprisingly, the 
share of self-employed is much lower at this age 
than is the case for the total workforce. 
1.3. Unemployment 
The  long-term  development  of  unemployment 
since  1965  in  OECD  countries  shows  a  clear 
cyclical behaviour with  peaks  in  the  four  major 
recession periods 1969-72, 1973-77, 1979-83 and 
1990-93  (Figure  4.3).  After  each  economic 
upswing,  unemployment  stabilised  at  a  higher 
level.  We  will  come  back  to  this  phenomenon 
later in Chapter 4.1  below. 
In  the  early  1980s,  and  after  a  steady  increase 
during  the  1970s,  unemployment  rates  in  the 
European Union  surpassed those  of the US. The 
IigHtle 4.1:  ~ue•tl:Oim~ul  rsa1e1  iifl 1111m  GOBHit!ies~ lie lattoaan; l'luiQU,  t~e llnileH States of  :Almerica 
IBI aaJ..1aU,  ~llll;ll • g!fll~llll, lfo  " 
12r---------.-----------------~------------------~----------------~ 
11.1 
8.2 
OECD  8.4 
8  7.7 
•  •  •  ~  •  .  ..  . 
\  ·~  •  •  •  6.1  • 
\  .  6.8 
6  \ .  5.4  .  ••  ~  •  usA··~  •• 
5.7  ..  4.7 
~ •••  .. 
4  3.5-
I  ,.  4.0  . 
• 
2.8  .  .  .  .  . 
2.6  ...  .,  Japan  ....  ..,. .. .  \  • 
2.0 
#  ' ...  . 
2  .  .  .  .  .  .  •  .  ... 
2.1 
0+-~~~~+-~~~~~~~~~~~~~~r-~~~~~~~r-~~~~~~ 
65  67  69  71  73  75  77  79  81  83  85  87  89  91  93  95  97  99 
Legend: annual averages; EU-data: % of labour force; OECD data: %of civilian labour force, standardised unemployment rates. 
Sources:  OECD:  Economic  outlook,  various  issues;  Eurostat  Newcronos  database:  unemployment,  theme  3,  Series  8  (various 
issues); European Commission,  1999c; Bollens, 2000; Gries eta/., 1998. 
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decrease in European rates in the second half of 
the 1980s, however, was not sufficient to return to 
the  previous level of unemployment. In the first 
half of the  1990s,  unemployment  rates  (annual 
averages) reached an unprecedented level of 11%, 
but started to  decline in the last years of the last 
decade (2000: 8.4%).9 
US data show a clear cyclical behaviour with peaks 
in the early 1980s and  1990s, and troughs in the 
late 1970s and 1980s. From 1992, US  unemploy-
ment fell  steadily and reached an  unprecedented 
low level of 4.0% in 2000. In Japan, the extensive 
period of extremely low unemployment rates (2-
9  For current unemployment rates see the Eurostat website: 
http://europa.eu.int/comm/eurostat 
1.  Full-time employees  105 901 
2.  Self-employed  19 267 
3.  Family workers  1 831 
4.  Part-time employment  27 370 
Sum 1-4: People in employment<aJ  155 273 
5.  Unemployed < 1 year  8 595 
6.  Long-term  unemployed~ 1year  7 309 
Sum 5+6: Unemploymenf(bJ  16156 
7.  'Hidden unemployment'<c)  10 140 
Total labour force potential<d>  181 569 
1.  Full-time employees  58.3 
2.  Self-employed  10.6 
3.  Family workers  1.0 
4.  Part-time employment  15.1 
Sum 1-4: People in employment<aJ  85.5 
5.  Unemployed < 1 year  4.7 
6.  Long-term unemployed ~ 1  year  4.0 
Sum 5+6: Unemploymenf(bJ  8.9 
7.  'Hidden unemployment'<c)  5.6 
Total labour force potentiaJ<d>  100.0 
3% until the mid-1990s) was  followed by a rela-
tively sharp increase - due to the 'Asian crisis' - in 
the  second half of 1990s. In 1999, the  Japanese 
unemployment rate (4.7%) even surpassed the US 
rate-but was still half the European rate. 
According to  the Community Labour Force Sur-
vey 1999 (Eurostat &  Franco, 2000; Figure 4.1), 
unemployment rates  differ  substantially  by  gen-
der.  Whereas  8.2%  of the  male  labour  force  is 
registered as  unemployed, female unemployment 
stands  at  11%.  Equally,  women  are  much  more 
affected by long-term unemployment (LTU) than 
men:  the female LTU rate is  5.2%, that of males 
3.5%. 
It is also interesting to note that the proportion of 
unemployed  women  who  are  seeking  a first job 
1000 
67 938  37 963 
14 952  4 315 
689  1 142 
5465  21  905 
89557  65 716 
4 364  4 231 
3 516  3 793 
8023  8133 
3 052  7 088 
100 632  80937 
% 
67.5  46.9 
14.9  5.3 
0.7  1.4 
5.4  27.1 
89.0  81.2 
4.3  5.2 
3.5  4.7 
8.0  10.0 
3.0  8.8 
100.0  100.0 
(a)  Incl.  people without statement of employment status;  (b)  incl.  people without statement of unemployment duration;  (c)  people 
who would like to work under certain conditions but are not registered unemployed; (d)  incl. without statement. 
Source: Eurostat & Franco, 2000 (Community labour force survey 1999); own compilation. 
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exceeds that of men considerably (23.5% I 18%). 
This proportion (for all age groups), however, does 
not only reflect the transition from education and 
training to work-although this aspect certainly pre-
dominates - but also the first entry to work in later 
age years, e.g. of women after their family phase. 
Figure 4.1  also indicates the  'hidden labour 
force~, i.e. those  people who  are not regis-
tered  as  unemployed but are  willing,  under 
certain conditions, to take up work. It can be 
assumed that many of these were 'sorted out' 
during  their long-lasting previous  period of 
unemployment,  and  that  many  of  them 
became  discouraged.  Altogether  in  1999, 
almost 39% of all economically inactive peo-
ple aged 15 to 64 years- registered and hid-
den unemployed- (men:  28%~  women: 47%) 
who would like to work or are seeking a job, 
belong to hidden unemployment (Table 4.3). 
In absolute numbers, there are around 10 mil-
lion non-registered job seekers in addition to 
the  registered  unemployed  (16  million).  In 
other  words,  almost  15%  of the  'potential 
European  labour  force'  are  unemployed  or 
wish to work under certain conditions. 
Figure 4.4-based on the unemployment statistics 
of Eurostat - illustrates the  unemployment rates 
of young  people aged  less  than  25  years  in  the 
period 1991-99 by gender. After increasing up to 
1994, youth unemployment tends to fall. In 1999, 
the  youth  unemployment  rate  stands  at  17.7%. 
Over  the  whole  time  period  considered  here, 
youth  unemployment  rates  almost  double  total 
unemployment rates in the EU. 
According  to  CLFS  data,  in  1999  (Figure  4.2) 
31%  of  all  young  unemployed  are  long-term 
unemployed - somewhat  surprising for  this  age 
group. The  long-term unemployment rate  (LTU; 
percentage of the labour force 15-24 years) stands 
at 5 .6% and thus is even higher than the total LTU 
rate across all age groups (  4.3%). 
25~----------------------------------------------------------------~ 
20 
15 
10 
Youth unemploy-
ment rates 
15.1 
8.2 
Total unemploy-
ment rates 
23.4  Female 
Male 
16.5 
9.2 
5+-------~------~------~~------~------~------~--------~----~ 
91  92  93  94  95  96  97  98  99 
(a)  Less than 25 years of age; annual averages. 
Source: Eurostat: Unemployment, Theme 3,  Series 8 (various issues). 
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On average in the EU, almost 50% of young 
unemployed  people  are  looking  for  a first 
job. This indicates- much more clearly than 
for the total population - the problems young 
people  are  facing  in  their transition  to  the 
labour  market  (see  also  the  discussion  on 
transitions in Part 5, Chapter 2 in this report). 
However,  here  again,  variations  across  EU 
countries are enormous as Figure 4.5 shows. 
The  proportion  of the  young  unemployed 
seeking a first job ranges from less than 15% 
in Sweden and Denmark to around 50% and 
more  in  Belgium,  Spain,  Luxembourg  and 
the Netherlands. In Greece and Italy, almost 
80%  of the  young unemployed  are  looking 
for a first job. 
There is  no - or at best only slight - correlation 
between youth unemployment rates and the  pro-
portion of unemployed first job seekers, although 
in  countries  with  a relatively  high  youth unem-
ployment rate the  proportion of first job seekers 
exceeds 40% (except France). 
This may also be due to statistical reasons: youth 
unemployment  rates  relate  unemployed  young 
people to the labour force  (at same age). If  more 
and more young people stay longer in  education 
and  training,  the  potential  labour force  in  these 
age  groups  will  become  smaller  and,  in  conse-
quence, youth unemployment rates will increase. 
The same would be the case, if, for example, the 
number of unemployed were  to  remain constant 
and  the  labour force  were  to  decrease,  e.g.  for 
demographic  reasons  (or  if unemployment were 
to decrease more slowly than the labour force). 
Furthermore, the figures related to first job seekers 
are highly dependent on the definition of training 
and of  the national education and training systems. 
If in  one  country  apprenticeship  training  is  pre-
dominant  (normally,  apprentices  have  a training 
contract and are, legally and statistically, defined as 
employees),  seeking  a  job  after  completion  of 
training would not always be defined as  a search 
for a 'first' job. Equally, young people who leave 
active labour market measures may not assess their 
job search as 'seeking a first job'. Finally, the incli-
nation of young people to register as unemployed 
after  training  depends,  among  other  things,  on 
national  regulations  concerning  unemployment 
benefits for young people without previous time in 
work and social security contributions. 
II Youth unemployment rate 
•  Seeking for first job 
60  +----
40 +----
20 
0 
A  L  NL  IRL  D  p  DK  UK  S  EU- B  F  FIN  E  EL 
15 
(a)  Youth unemployment rate:  unemployed youth in  % of labour force of same age; number of people looking for a first job in  % of 
unemployed youth. 
Source: Eurostat, Franco 2000; countries ranked by youth unemployment rate. 
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These findings, however, need much more analy-
sis  than  can be  done  here.  But they  should  be 
borne in mind when discussing national patterns 
of skill  mismatch, unemployment and  transition 
to work, as will be done in the following chapters 
and in Part 5, Chapter 2 of this report.10 
1.4. Conclusions 
In  the  last  years  of  the  previous  decade, 
employment in the EU rose and unemployment 
decreased to 8.4%. Employment change in the 
EU was  marked by  an ongoing  shift towards 
services, in particular health,  social  and busi-
ness  services, and  towards  high  skill  occupa-
tions. 
However, there are still considerable distortions 
in European labour markets between men and 
women as  well as  between younger and older 
workers in terms of employment rates, educa-
tional attainment, and employment in full-time 
and permanent work contracts. 
Furthermore,  falling  unemployment  figures 
should not give rise to relaxation of efforts to 
combat  unemployment.  Unemployment  rates 
tend to remain at an ever-higher level after each 
economic recovery period, and around half of 
the  unemployed  are  long-term  unemployed. 
What  is  more,  hidden  unemployment  has 
reached a considerable number: around 10 mil-
lion people in addition to the registered unem-
ployed  (16  million)  in  1999.  A  large  part  of 
these may be considered as  discouraged work-
ers  who retired from  the  labour market  or as 
persons who fell out from 'official' unemploy-
ment registers. 
The transition to working life for young people 
- once unemployed after completion of educa-
tion or training- remains difficult. Around 50% 
of unemployed youths under 25 years of age are 
still  looking  for  a  first  job, though  there  are 
large variations between countries. 
These findings call for ongoing policies to com-
bat unemployment and exclusion, as well as for 
targeted measures in favour of those most hit by 
10  More  information  on  employment  and  unemployment 
aspects by level of qualification are presented in Section 
4.1.1  below.  Further data  are  given  in  the  first  research 
report (Tessaring, 1998b, Part 2), and in the Key data on 
vocational  training  in  the  European  Union  (European 
Commission,  Eurostat,  Cedefop,  1997,  1999;  see  also 
European  Commission,  2000a,  and  Cedefop,  European 
Commission, Eurostat, forthcoming). 
structural change and shortage of labour. As in 
the  past,  the  main  target  groups  are  women, 
young  people and the  long-term  unemployed, 
but also, increasingly, discouraged workers of 
all ages and sexes. 
2. Education, training and economic 
performance 
The first report on  VET research in  Europe pre-
sented  a  discussion  and empirical  evidence  on 
macroeconomic costs and the  benefits of educa-
tion  and  training  (Tessaring,  1998b,  Part  2, 
Chapter 3.2). This review is,  in most of its parts, 
still  valid.  Therefore,  we  will  only  recapitulate 
some  essential  statements,  complemented  by 
additional research results. 
The  most frequently  discussed benefit of educa-
tion,  training or of human capital in  macroeco-
nomic  terms11  is  the  contribution  to  economic 
growth.  However,  there  are  a  number  of addi-
tional  benefits,  most of them  intangible  or less 
accessible for empirical research.  Examples are 
the  effects  on  health,  crime  or participation  in 
social and political life. Furthermore,  the avoid-
ance of  aspects such as unemployment or margin-
alisation has a direct effect on  reducing govern-
ments'  spending  for  unemployment  benefits  or 
other transfer payments. 
2.1. Contribution of education and 
training to growth 
The starting point for study of the links between 
economic growth and human capital is the growth 
model  of  Solow  (1956)  which  explains  GDP 
growth  by  investment  in  physical  capital  and 
labour.  The  basic  assumptions  are  decreasing 
returns to scale12 in a market of perfect competi-
tion. This model could, however, explain only a 
part of GDP growth. Other factors of influence on 
growth  are  treated  as  'residuals' ,  in  particular 
exogenous  technical  progress, human capital or 
demographic change.
13 
11  The  effects  of education  and  training  at  the  enterprise 
level are discussed in Part 3, and at the individual level in 
Part 5, Chapter 1 of this report. 
12  Returns  to  scale  indicate  that rate  at  which  output  (e.g. 
production  of goods)  changes  as  the  quantities  of all 
inputs (investment in physical capital and labour) are var-
ied. 
13  For a  discussion  of Solow's  growth  model  see  Barrett 
(2000). 
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Research work in the 1960s and early 1970s tried 
to explain this residual in particular by measuring 
the  contribution  of  human  capital.14  'Growth 
accounting  models'  showed  that  between  21% 
and 40%  of the GDP growth in the US  1929 to 
1956 could be explained by human capital accu-
mulation. 
Cross-country comparisons revealed that lack of 
qualifications  among  workforces  could result in 
bottlenecks of productivity and  growth develop-
ment.  However,  they  left  the  crucial  question 
open whether more education and training would 
lead to higher economic growth. 
For  a  long  time  there  was  no  further  substantial 
development of growth theory. It was not until the 
late 1980s and early  1990s that new insights were 
offered into the dynamics and sources of economic 
growth. These  'new growth theories', inspired by 
Lucas (  1988) and Romer (  1990, 1994) tried to model 
and explain particularly the role of innovation, tech-
nical progress and human capital. These factors  of 
influence  were  no  longer  treated  as  exogenous 
('falling from the sky') but as endogenous ones.15 
The key term is  'knowledge', created either 
by research and development (R&D)  and/or 
by learning in a firm. Since new knowledge 
cannot be kept secret, other firms will benefit 
from  R&D  and  human  capital.  These 
spillovers or external effects will lead to  an 
increase in total output and, in tum, to more 
resources  available  for  R&D. Thus, knowl-
edge  is  increasingly  generated  within  an 
economy. In addition, human capital is also 
generated  through  the  production  process 
itself by learning  on-the-job:  human capital 
accumulation is  the outcome of the  produc-
tion  process  and  contributes  to  economic 
growth. R&D, knowledge and human capital 
accumulation will lead to innovative and new 
products as  well as  to improved quality and 
thus are decisive engines of growth. 
A number of studies conducted in the 1990s more 
or  less  confirmed  the  significant positive  influ-
ence of R&D  and human capital, in  addition to 
investments  in  physical  capital,  on  economic 
growth (OECD, 1998d). Mankiw, Romer & Weill 
14 For an overview on these studies see, for example, Bow-
man, 1980, and Bodenhofer & Riedel, 1998. 
15  Other new growth theories also  'endogenised' population 
growth as a factor for economic growth (via the influence 
of education and training on fertility). 
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( 1992)  even  explained  80%  of the  variation  of 
national income levels across 98 countries by the 
effects of investment in real capital, human capi-
tal and the compound effect of population growth, 
technical change and depreciation. 
Griliches  (1996)  reviewed  work  in  this  area. 
Although he found that the initial level of schooling 
(basic  literacy)  is  a robust factor  contributing to 
growth,  there  are  also  repeated  findings  that 
changes in the level of schooling or human capital 
do not contribute to  growth, at least in the period 
1965 to 1985. One explanation put forward by him 
is that a large number of highly educated people in 
several countries were absorbed into the public sec-
tor. Similarly, Barro & Sala-1-Martin (1995) found 
that growth in labour input (number of employed, 
hours  worked  and  educational  attainment)  made 
almost  no  contribution to  output growth  in four 
European countries. Increases in educational attain-
ment  and  employment  were  partly  offset  by  a 
reduction in working hours per person. 
Although the new growth theory has substan-
tially contributed to explanations of  the role of 
human capital, Bodenhofer &  Riedel (1998) 
underline that these are often based on very 
specific  models  and  artificial  assumptions. 
Basically, the new growth theory has not pro-
duced  new  substantial  insights  but  imple-
mented long known ideas into the model of 
equilibrium growth. W. Petty and A. Smith,for 
.. -- example, already put forward the notion that 
the whole capital of a society also includes the 
abilities and skills of all its residents. 
Moreover, education and skills are only one vari-
able among many in the explanation of economic 
growth. Levine  & Renelt (1992) have identified 
more  than  50  variables  in  growth literature that 
correlated  significantly  with  economic  growth. 
However, many of these are auto-correlated. 
Sometimes, discouraging results in studies on the 
contribution of human capital to  growth and the 
deduced  scepticism  about the  role  of schooling 
for economies may also be due to data problems 
in comparative studies. Many of them are affected 
by implausible inconsistencies in primary data or 
by breaks of time series.16 Therefore, it remains a 
challenge  to  research  as  well  as  to  statistics  to 
16 Fuente  &  Domenech (2000)  present a new  data  set for 
cross-country  studies, concerning educational  attainment 
and its  evolution over time. These data are available at: 
http://iei.uv.es/-rdomenech!human.html. ------------------------------------------------------------------------------------------------------ Education, training and economic performance 
develop the  modelling further  and  to  provide  a 
comparative and consistent database. 
The  contribution  of education  and  training  to 
employment is not as clear as assumed. In an eco-
nomic view, increased employment will  only be 
achieved if GDP growth exceeds a certain level of 
productivity.  This  relationship  between  GDP 
growth and employment growth can be illustrated 
by the  'employment intensity', i.e.  by the ques-
tion 'how much will employment change if GDP 
increases (or decreases) by 1  %?' Werner (1998) 
shows, for example, that in the US  a very small 
GDP growth is sufficient to increase employment 
by 1%. In Germany, on the other hand, employ-
ment will only rise with a GDP growth of almost 
2%. The link between education and training on 
the  one  hand,  and  employment  growth  on  the 
other therefore is an indirect one: via the stimula-
tion of GDP growth. Some of these issues have 
also been discussed in Tessaring (1998b, Part 2). 
We  will not deepen the discussion here but refer 
to some TSER projects which deal with these and 
related questions (Box 4.2). 
Box  4.2:  TSER  projects  on  employm;nt  andl 
labour market 
'Full employment in  Europe' (thematic network) 
The general objective of this thematic network is to 
reintroduce  and  substantiate  the  concept  of  full 
employment into the  economic policy discussion  in 
the European Union, on the Community as well as on 
the national and regional/local level. More specifically 
this includes the following three sub-objectives: 
(a)  the  development of an  analytical  understand-
ing of the endogenous and external reasons why full 
employment  has  been  widely  abandoned  as  eco-
nomic policy goal; 
(b)  the elaboration of the necessary modifications 
and  differentiation  which  must  be  made  in  a  full 
employment  strategy  in  contemporary  Europe  as 
compared to the three decades after World War II; 
(c)  the  concretisation  of  the  instrumental  and 
institutional  aspect  of  an  appropriate  full  employ-
ment strategy as  a multi-layered policy at the Euro-
pean,  the  national  and  regional/local  levels,  paying 
particular attention to  the  mutual  links  between  the 
different levels. 
Coordinator:  J.  Huffschmid,  University  of Bremen, 
/nstitut fur Europaische  Wirtschaft und Wirtschafts-
politik; E-mail: huffschmid@ewig.unibremen.de 
Report: Full  employment, solidarity and  sustainabil-
ity in  Europe.  Old  challenges,  new opportunities for 
economic policy.  1998. 
'TRANSLAM  - social  integration  by  transitional 
labour markets: New pathways for labour market 
policy' 
This project aims to develop a theoretical analysis of 
the nature of transitional labour markets. 
In this framework the main aims are the following: 
•  to  examine the transitions provided by flexible 
working  time  arrangements,  in  particular  part-time 
work; 
•  to  evaluate  active  labour  market  policies  in 
terms  of their  capacity  to  prevent  social  exclusion 
and to support social integration; 
•  to  examine the  performance of education and 
training  systems  with  regard  to  the  provision  of 
basic  skills  and  competences,  as  well  as  access-
inequalities  to  education  and  training,  over  some 
length  in  a  person's  educational  and  occupational 
trajectory. 
Coordinator.  G.  Schmid,  Wissenschaftszentrum 
Berlin fur Sozialforschung GmbH,  Germany.  E-mail: 
~
ues@medea.wz-berlin.de 
Final  Report:  G.  Schmid,  1999:  TRANSLAM  -
Social  Integration  through  Transitional  Labour 
SOE 1-CT95-3007; TSER034). 
- -
2.2. Social benefits of education and 
training 
Studies collected by Coopers & Lybrand ( 1996), 
Behrman & Stacey (1997, mostly US studies) and 
the OECD (1998d) show significant positive cor-
relations (not necessarily causalities) of education 
with non-monetary aspects. 
•  Better  educated  people  can  process  more 
health-related  information.  They generally  have 
better health prospects, lower mortality and mor-
bidity, less  heart disease  and hospital utilisation 
and lose less  working time through  sickness. In 
general, the human capital stock is negatively cor-
related with infant mortality (Nehru et al., 1993). 
•  Research  findings  reported  by  Behrman  & 
Stacey (1997) indicate the major crime-reducing 
effects  of education. These  are  not only due  to 
higher educational attainment by individuals, but 
also the 'socialising and supervisory activities of 
educational programmes. Reducing early  school 
dropout and failure  may contribute significantly 
to  avoiding  crime  and  anti-social  behaviour 
amongst young people' (OECD, 1998d, p. 67). 
•  The  avoidance  of unemployment  by  higher 
education and training is an issue which has been 
addressed throughout this report. This is not only a 
benefit for the individual, in terms of work career, 
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avoidance of skill losses and social exclusion (as 
discussed later in this Part and in Part 5, Chapter 3 
of this report), but also a benefit for society which 
avoids transfer payments to  the unemployed and 
therefore  resources  which  could  be  allocated  in 
other and more 'productive' fields of social action. 
Table 4.4 presents some OECD estimates on the 
expected years of unemployment over a working 
lifetime according to level of education. 
These estimates, with some exceptions, show 
clearly that individuals with higher levels of 
education are likely to spend far fewer years in 
unemployment  than  less  educated  ones.  In 
Austria  1.6  0.9  0.6 
Belgium  3.0  1.4  0.9 
Denmark  4.0  2.8  2.0 
Finland  6.8  5.8  3.1 
France  4.4  2.5  2.1 
Germany  4.5  2.3  1.6 
Greece  1.8  1.7  1.9 
Ireland  5.0  2.3  1.4 
Italy  2.2  1.4  1.8 
Luxembourg  0.7  0.6  0.1 
Netherlands  1.9  1.1  1.1 
Norway  2.2  1.4  0.9 
Portugal  1.9  1.6  1.4 
Spain  5.6  3.9  2.9 
Sweden  4.3  3.3  2.0 
Switzerland  2.3  0.9  0.7 
UK  5.4  2.9  1.6 
us  3.0  1.7  1.1 
(a)  Expected  years of unemployment represent the  number 
of years an individual would spend in  unemployment over 
a working  lifetime at current rates  of unemployment (for 
further methodological information see OECD, 1998d). 
Source: OECD,  1998d, table A4.1b. 
some countries, such as  in Finland, Ireland, 
Spain and the UK, people with lower educa-
tional levels can expect to lose five or more 
years of their working life in unemployment. 
However, these external effects-which influ-
~.  ence decisively economic development as well 
as quality of life - have not yet been consid-
ered sufficiently in economic growth models. 
2.3. Conclusions 
Although  obvious  in  common  thinking,  the 
links between economic  growth and  skills are 
not easy to measure, nor are the links between 
skills  and  employment  change.  The  relation-
ships  are  more  indirect:  they  operate  through 
the  impact  of the  skills  of the  workforce  on 
knowledge  dissemination, research  and  devel-
opment, innovation and technical progress. 
In general, these positive impacts have been con-
firmed by a number of research studies based on 
theories of endogenous growth. However, there 
are numerous other factors that influence growth 
and employment, many of them also indirectly 
linked to skills and knowledge. 
Other  benefits  from  training  and  skills  are  -
although obvious - still more difficult to  cap-
ture through empirical work or to integrate into 
models of economic growth. These are mostly 
'intangible' benefits from improved information 
and knowledge, such as health, crime-reduction 
and  political  participation.  What  can  be 
expressed better by empirical figures is the link 
between  avoidance  of  unemployment  and 
higher  educational  attainment:  more  highly 
skilled people are likely to lose fewer years of 
their working life in unemployment. This yields 
both individual and social benefits. 
On the  whole, research confirms the essential 
influence of knowledge and skills on economic 
performance, even if  this is not always proved by 
concrete numbers. To put it another way: it is not 
imaginable  that  economic,  technological  and 
social change could have been achieved without 
the high investment in education and training of 
the past decades. Thus, it seems clear that refrain-
ing from ongoing efforts to raise the skill level of 
populations would result in economic and social 
stagnation, in particular in view of  the challenges 
to be met in the future:  enlargement of the EU, 
rapid technological change, increasing intema-
tionalisation and the  avoidance of polarisation 
and social exclusion. 
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3. Dynamics of labour market and 
competences17 
Traditional  ways  of analysing  the  relationship 
between  education/training  and employment are 
all too often based on formal education and train-
ing  certificates  and imply  a functional  relation-
ship between both systems. 
In order to  understand more clearly how individ-
uals are assigned to jobs, what is  exchanged on 
the  labour market and what kinds of  skill-related 
imbalances have to  be distinguished, the concept 
has to be enlarged in two ways: the consideration 
of  different time scales in which education, train-
ing  and production  operate,  and  the  notion  of 
'competences' as  a  vector of different - formal 
and non-formal  - human  productive  capacities 
that  are  acquired  in  various  places,  at various 
times and by various means. 
In  doing  this,  the  relationship between the  'pro-
duction' and 'consumption' of  knowledge becomes 
more complex than is generally assumed and the 
phenomena of skill mismatches need to  be  more 
clearly  defined.  Avoiding  wastage  of  human 
resources  while  maintaining  the  flexibility  to 
readjust to  needs that are  constantly being rede-
fined is  an  ongoing challenge for policy. Imper-
fect information and the  incompatibility between 
the  time  scales  that  govern  the  production  of 
skills within education and training systems and 
their utilisation at work make it difficult to find an 
easy  solution  based  on  reliable  economic  or 
social calculations. 
In most European countries, the labour market is 
currently recovering due to increasing employment 
and economic growth (see Chapter 1). Unemploy-
ment figures are decreasing - although slightly in 
most cases - and  medium term perspectives  are 
seen as much more positive than was the case some 
years ago. In the longer term, there are hopes (state: 
automn 2000) that unemployment in the European 
Union  will  decrease  considerably, also  due  to  a 
demographically induced fall  of the labour force 
potential,  sustained  economic  upswing  and  cre-
ation  of  additional  jobs,  labour  market  pro-
grammes  and  the  deregulation of labour, capital 
and financial markets. 
17  This  chapter is  based to  a large  extent on  the  paper of 
J. Planas, J .F. Giret, G. Sala and J. Vincens, 2000: 'The skills 
market: dynamics and regulation'. Contribution to:  Descy 
& Tessaring, eds.  Training in Europe. Second report on 
vocational training research in Europe 2000:  background 
report. Luxembourg: EUR-OP, Vol. 2 (published 2001). 
This  is  not the  place, however, to  discuss  these 
current developments in detail.18 
However,  long-term  unemployment  and  imbal-
ances are expected to  remain persistent problems 
of European labour markets, coincident with skill 
and  labour  shortages  in  particular  areas  (e.g. 
ICTs,  engineering,  technicians)  and  different 
countries  (see  also  Chapter  4.3).  Skills  gaps  -
unemployment  and  shortages,  overqualification 
and  underqualification,  different  labour  market 
situations  across  countries  and  regions - cannot 
be  overcome  by  economic  and  employment 
recovery solely. They require appropriate policies 
at  all levels:  economic, labour market, education 
and  training,  social.  However,  a  sustained  eco-
nomic and employment growth certainly will be 
of major  help  in  closing  skills  gaps  and  other 
imbalances in the longer run. 
3.1. Skill supply and demand 
Numerous factors influence the change of labour 
demand and supply and the interactions between 
both  sides  of the  labour  market.  Globalisation, 
structural  change towards  services  and  informa-
tion, new technologies, changes of the production 
process and work organisation and the deregula-
tion of markets are some well-known 'buzzwords' 
which characterise major changes in  economies, 
labour demand and job requirements.  19 
A  number  of  broad  trends  are  discernible  in 
almost all Member States in relation to the evolu-
tion of labour supply in Europe. The ageing of the 
workforces, the increase in the number of higher 
skilled  workers  and  of activity  rates,  changing 
requirements for skills and competences and chal-
lenges  for  the  responsiveness  of education  and 
training  systems  are  features  which  characterise 
Europe's  way  towards  an  information,  learning 
and knowledge society. 
A number of recent documents from the European 
Commission  and  others  address  Europe's  way 
18  For further information on national employment strategies 
see  the  Employment  Guidelines,  the  National  Action 
Plans  (NAPs)  for  employment  2000  and  the  Joint 
Employment Report of the European Commission: 
http:/  /europa .eu .inti  comm/  dg05/key en .htm; 
http:/  I  europa .eu .inti  comm/employment 
social/empl&esf/napsOO/naps en.htm . 
19 These issues have been discussed exhaustively in the first 
research report (Tessaring, 1998b, Part 2; Cedefop, 1998a; 
Tessaring,  1998a),  in  the  publication  on  Cedefop's  net-
work  'Ciretoq' (Sellin,  1999a, b)  and  in  most contribu-
tions to  this  second research report (Descy & Tessaring, 
eds., 2000 [publication date: 2001]). 
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into a global knowledge economy or society, or 
into the information and learning society.2°  Forey 
&  Lundvall  (in  Concei~ao et  al.,  1998  [cit.  in 
OECD, 1999c]) present the  following  taxonomy 
of knowledge (Figure 4.6). 
The changing nature  of work and competences, 
however, is  accompanied by several concomitant 
phenomena such as  polarisation and mismatches 
(overqualification, shortages, unemployment; see 
Chapter 4).  These  imbalances  are  also  result of 
different time horizons between rapidly changing 
production  systems  (technological  innovations) 
and the time education and training systems need 
to implement reforms (see Section 3.4.1). 
This  raises  a  basic  question:  is  the  increase  in 
training and the rise of qualifications compatible 
with the needs of the economy? 
Approaches  which  describe  the  processes  of 
'human  capital  formation'  (manpower  supply) 
and  'human  capital  utilisation'  (manpower 
demand), and the 'matching' of both sides on the 
20  See for an overview the contributions to Concei<;ao eta!., 
1998; OECD, 1999c; Schwartz et al,. 1999. 
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labour  market  (cf.  Tessaring,  1998b,  p.  35)  are 
useful  to  describe  the  main  interactions  and  to 
illustrate  the  main  points  of intervention.  How-
ever, they are not, in themselves, sufficient. 
There is one major aspect that deserves  specific 
attention: the flexibility of both qualifications and 
job requirements.  With  a  few  exceptions  (regu-
lated occupations and professions) most jobs can 
be adequately performed by individuals with dif-
ferent  occupational  or  qualificational  back-
grounds - in particular, if the  education/training 
system has provided them with broad and flexible 
competences. There is  little evidence to  suggest 
that  there  is  a  fixed  and  static  correspondence 
between jobs and competences. 
Furthermore, the above mentioned approaches are 
restricted  to  'visible'  qualifications  acquired 
within formal education and training systems. In 
the  course  of educational  expansion  they  will 
become less and less  sufficient for an allocation 
to jobs- but paradoxically more and more neces-
sary as a conditio sine qua non. It can be expected 
that the  importance of tacit knowledge acquired 
by non-formal learning will increase (cf.  Part 1, 
Chapter 4 of this report). --------·----·--·· 
The  relationship  between  the  creation  of 
human productive capacity and its utilisation 
in  production  is  not  a  straightforward  and 
mechanical  one.  We  should  abandon  the 
implicit  hypothesis  of  perfect  information 
and  an ideal  education and  training  system 
and  propose  a  new  rationale  based  on the 
concept of competences  and  on  a  dynamic 
view  of their creation. This  also  requires  a 
redefinition of the common concepts of 'mis-
matches' (Planas et al., 2000). 
Defining  this  new  concept raises  three  types  of 
questions (ibid., section 1.3): 
(a)  how  is  human  capital  to  be  defined  and 
measured when we regard certificates as  not the 
sole  proof  of  qualification?  How  do  we  then 
recognise and  certify the  assets  that are  actually 
exchanged in the labour market? 
(b)  what  role  does  technological  and  organisa-
tional  change  play  in  the  development  of skill 
requirements? 
(c)  how is a balanced skills market to be defined 
and  achieved?  What  constraints  and  adjustment 
mechanisms does this entail? 
Box  4.3:  TSER  project  'Growth,  inequality  and 
training' 
I 
The main objectives of this project are the following: 
•  to  extend the  recent discussion of the  chang-
' 
ing distribution of skills and wages in  the workforce 
I 
by incorporating both  demand-side and  supply-side 
factors; 
•  to  look,  on  the  supply-side,  at both the evolv-
ing  distributions  of the  supply  of skills  in  different 
countries,  but also at the factors that determine the 
acquisition  of skills,  and  hence the  responsiveness 
of skill supply to technology shocks; 
•  to provide a coherent intellectual framework in 
which  to  understand the  links between  growth  and 
inequality; 
•  to  provide  a  systematic  analysis  of  policies 
that can enhance long-term economic performance, 
where the  measure of performance will  encompass 
both growth and  distributional considerations; 
•  to  undertake all  the  above analysis at macro, 
meso and micro level, through a combination of the-
oretical, econometric and case studies. 
Coordinator:  D.  Ulph,  University  College  London, 
Centre for Economic Learning and Social Evolution, 
UK.  E-mail: d.ulph@ucl.ac.uk 
Dynamics of  labour market and competences 
3.2. Certificates, skills and competences: 
What is exchanged in the labour market? 
The matching of supply and demand in the labour 
market  - which  is  characterised  by  imperfect 
information and lack of homogeneity of labour -
and  in  particular the  question  of what  is  being 
matched is subject to different perceptions. 
•  At the institutional (and statistical) level, cer-
tificates play  an  essential role in  approaches  for 
their recognition in collective agreements and pay 
scales and in the measurement of the qualification 
level of the  workforce, in particular for  interna-
tional comparisons and benchmarking exercises. 
•  At  the  political  level, the  current debate  on 
the  identification  and  recognition  of skills  and 
competences acquired on-the-job and off-the-job 
illustrates an  extension of the certificate concept 
(see Part 1  , Chapter 4). 
•  At a theoretical level, limitations of the qual-
ification and certificate concepts are increasingly 
debated. However, the difficulty in transforming 
non-formal categories (such as  skills and compe-
tences  based  on  tacit  knowledge)  into  formal 
ones  which  are  codified  and  can  be  measured 
empirically,  reveals  the  dilemma  of  comple-
menting or replacing the certificate concept by a 
new one. 
However, definitions  of skills, competences  and 
qualifications  vary  within  the  scientific  world, 
from one discipline or from one school of thought 
to another as well as across countries. 
In this section - which focuses on the labour mar-
ket  - we  will  not  enter  into  an  educationalist 
debate but use the term 'skill' synonymously with 
'competence'. 
lBox 4.4:  Skills and competences 
j  In the original French version of their paper,  Planas 
et a/.  (2000)  use  the  term  competence as  people's 
capacity to perform tasks or achieve objectives. It is 
difficult  to  distinguish  between  'competences'  and 
'skills'  in  English  language.  According  to  Rainbird 
(1994) 'skill' denotes a complex concept concerning 
both individual characteristics and  policies concern-
ing the organisation of production ('skilling'). 
According to this author, 'skill' is related to work and 
largely based on knowledge, the unity of conception 
and  execution,  and  the  exercise  of control  by  the 
workforce - a combination  of 'knowledgeable prac-
tice' within 'elements of control'. Furthermore, skill is 
measured less by a formal definition than by histori-
cal context and comparison. 
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According to the OECD (1998d) the concept of skills 
is gradually shifting towards the  broader concept of 
competence. This includes all human actions and the 
individual capacity to use know-how, skills, qualifica-
tion  or knowledge  in  order to  meet complex - and 
unclear-situations and requirements inside and out-
side work. The competence concept is based on the 
understanding  of the  individual  as  an  interpreting, 
acting and problem-solving human being. 
(See also Part 2,  Chapter 2 in this report for a more 
comprehensive  definition  and  discussion  of  skills 
and competences.) 
The  emergence  of the  concept of skills  or 
competences in the domain of industrial rela-
tions and in management of human resources 
is no mere cyclical or short-term effect, it is a 
sign  of  profound  change  (Lichtenberger, 
1999).  No consideration of the  relationship 
between  the  production  system  and  educa-
tion/training can ignore this debate. 
In this debate, three elements seem to be essential 
(Planas et al., 2000, Chapter 2.1): 
'On the  one  hand,  there  are  clearly  observable 
changes in the way in which labour is mobilised 
and used in the market. On the other hand, behind 
the terminology there lies an issue that is crucial to 
the development of social and industrial relations. 
Governments, employers and labour are establish-
ing their positions in a debate which is  gradually 
taking centre stage within the collective-bargain-
ing process and may well come to be at the heart of 
the future development of labour law. 
Finally, acceptance of the concept of competence 
as  part of the  currency  of collective  bargaining 
necessarily  implies  that  competences  must  be 
made measurable and  negotiable. This  brings us 
back to the problem of formal recognition.' 
3.2.1. Concepts of  skills and competence 
If we  identify  qualification  with  the  certificate 
provided  by  the  education  and  training  system, 
the problem is a rather simple one: a certificate is 
required  for  a job  (except  for  unskilled  work). 
Imbalances may occur in the form of excess sup-
ply  or of shortages  for  available jobs. In  either 
case, it would be necessary and sufficient to  'pro-
duce' exactly the right number of people with the 
right certificates to redress the balance. The only 
- although crucial - problems in  open, not cen-
trally planned, societies arising here are those of 
anticipation of imbalances, of convincing people 
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to  choose the  'right' courses and of steering the 
education and training system and also consider-
ing the time it takes to produce competence. 
The concept of skill/competence has been devel-
oped to  describe  better the  diversity  of ways  in 
which the productive capacity of  people is created. 
Beyond 'explicit' initial and continuing education 
and training there is on-the-job training which may 
be entirely non-formal or partly formal and may or 
may not lead to a certificate; there is also the social 
learning  process.  This  complexity  can  even 
increase as  a result of the fact that most compe-
tences can be acquired by different complementary 
and/or alternative means. 
The purpose of this concept of competences is to 
arrive at a better definition and understanding of 
individual human capital, more accurately reflect-
ing  its  utilisation  in  the  workplace  by  taking 
account  of  the  extracurricular  acquisition  of 
know ledge and competences. If  the nature of the 
competence of an  individual is  closely related to 
the  capacity  to  solve  problems,  it  seems  more 
likely to be an intrinsic function of a person's job 
and dissociable from the concept of occupational 
experience,  even  if formal  training  is  the  basic 
source of competences and the bedrock on which 
experience can be built up. 
~  In this  sense, competences cannot be devel-
• oped by conventional training alone. Compe-
\ tences are necessary to gather experience of 
':  non-routine processes by  active involvement 
of the  individual.  Competence  is  a  'vector' 
entailing various abilities to mobilise a specific 
combination of knowledge and know-how in 
, order to achieve a given performance standard 
(Delavallee, 1998). Training is one - and, in 
· most cases, a necessary - input in the creation 
·:  of competences, but not the only one.21 
We will not propose a precise and exhaustive def-
inition  of skills  and  competences  here.  Instead, 
following  Planas  et  al.  (2000),  there  are  three 
characteristics  of  competences  on  which  we 
believe there is a consensus: 
(a)  the competence of an individual is a conjunc-
tion of elementary capacities (knowledge, know-
how, life skills etc.) which are acquired by different 
means (formal and non-formal learning, in social 
life, inborn etc.). The same competence level may 
21  The notion of competences from a learning point of view 
is discussed in Part 2, Chapter 2 in this report. be  attained  by  various  combinations  of inputs, 
depending on the individual's ability, the  knowl-
edge he or she has acquired through implicit and 
explicit  training  and  the  time  invested  in  the 
absorption of knowledge. Thus, competences can-
not be regarded as a stock of fixed knowledge but 
are developing throughout one's working life; 
(b)  behaviourist  and  evolutionary  approaches 
see  competence  as  the  accumulation  of knowl-
edge resulting from a collective learning process 
within  an  organisation.  This  collective  compe-
tence is an intrinsic part of an organisation (Lund-
vall, 1997). Interactions between different compe-
tences  are  developed  by  the  production  of tacit 
and codified knowledge which then becomes part 
of  a  company's  capital  asset  (Nonaka,  1993). 
However, this collective competence poses prob-
lems of measurability, recognition and, above all, 
of  transferability  to  the  individuals  within  an 
organisation; 
(c)  the  diversity  of skill  components  and  the 
vast array of working situations make it impossi-
ble  to  anticipate, for example in  the recruitment 
process, how a particular set of competences will 
translate  into productivity.  One  indicator is  pro-
vided  by  formal  certificates,  another  can  be 
gained by tests. Recruiters  face  a twofold prob-
lem. They have to identify the competences of the 
job  applicant,  and  they  have  to  translate  these 
competences into a potential productivity for the 
vacant  job.  Degrees  and  diplomas  are  a  rough 
guide;  selection  based  on  competence  levels, 
however,  may  result  in  disparate  productivity 
potentials  if  competences  are  not  accurately 
measured, assessed and recognised. 
The OECD (1998d) cites empirical analysis done 
by Altonij  &  Pierret ( 1996)  who  examined how 
quickly employers learn about the  'true' produc-
tivity  of workers.  Their results  suggest that  the 
value of education in predicting future  wages (  = 
'true productivity')  does  not  decline  over  time. 
With  increased  information  about  individuals' 
productivity,  the  expected  relationship  between 
productivity and educational levels is  confirmed. 
Over time, the  authors  claim ·that  the  signalling 
component (i.e.  without' knowing  about produc-
tivity) of educational qualifications accounts for a 
relatively small part of the wage differential asso-
ciated with education. 
3.2.2. Measurement 
The past two decades are marked by a significant 
change in the nature of investment. According to 
the  OECD  (1996f),  expenditure  on  intangibles 
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has become the major form of investment in sev-
eral  countries  such  as  in  Germany, Sweden and 
the United Kingdom. This sets a challenge for the 
measurement  of  human  capital  both  from  a 
macroeconomic  perspective  and  in  microeco-
nomic management. 
3.2 .2 .1. Macroeconomic skill measurement 
This  challenge refers  to  several  problems  to  be 
examined by macroeconomic analyses of human 
resources: the impacts of mass training and of the 
expansion in higher education systems; the trans-
formation  of  employment  structures  and  job 
requirements;  the  obsolescence  of skills  in  the 
labour market;  the  restriction  of internal  labour 
markets; and the impacts on careers and recogni-
tion of competences. 
However, in the macro view there are severe limi-
tations  to  the  codification  of  tacit  knowledge 
(Lund  vall & Borras, 1997) and the implementation 
of this knowledge in statistical classifications. This 
problem  had  not  been  overcome  until  today. 
Macroeconomic analyses are still based on indirect 
measurements of skill using formal qualifications 
or the length of studies, seniority or work experi-
ence (mostly proxied by the age of workers). 
This concept of measurement has been applied, for 
example, in the Cedefop project 'Diploma and the 
labour market' (Beduwe & Espinasse, 1995a; Cede-
fop  1998b; Cedefop &  Planas, 1997) and the fol-
low-up project in the framework of the TSER pro-
gramme  'Educational  expansion  and  the  labour 
market',  coordinated  by  LIRHE,  University 
Toulouse 1. Statistical analyses carried out for six 
countries in this project-Germany, Spain, France, 
Italy, United Kingdom, US (partly)-indicate a sub-
stitution effect between these two components of 
skill -formal qualification and experience - in each 
country and in every period considered (Box 4 .5). 
Box  4.5:  TSER  project  'Educational  expansion 
and the labour market (EDEX)' 
The  main  objective  of  the  EDEX  research  pro-
gramme is to examine the effects of the  increase in 
highly  educated  workers  on  the  functioning  of the 
labour  markets  in  five  European  countries:  Ger-
many,  Spain,  France,  Italy and  UK (and  partly also 
the US). 
The  research  describes  the  trends  in  different 
national  systems  in  terms  of training,  employment 
and  earnings.  It  explores  the  reactions  of  enter-
prises vis-a-vis the improvement in the level of edu-
cation  and  tries  to  prepare  an  analysis  for  the 
medium-term. 
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The project comprises five stages:  l 
(  1)  analysis of educational structures; 
I 
(2)  analysis of the distribution of qualified people in 
the labour market; 
(3)  analysis of the employers' reactions; 
(4)  establishment of scenarios for the  evolution  of 
the job-training system; 
(5)  comparative summary of the main findings. 
The project will be  completed in  spring 2001. 
Coordinators: C. Beduwe & J. Planas,  Universite des 
Sciences Sociales Toulouse  1 - LIRHE - & Universi-
dad Autonoma di Barcelona-CNRS-France/ Spain. 
For  more  information,  interim  reports  and  related 
papers see:  http://edex.univ-tlse1.fr/edex/. 
3.2 .2 .2. Microeconomic foundations 
of  competences 
Although microeconomic analyses of  competences 
and their relationship to jobs and earnings do not 
deny the various components of competence (e.g. 
~eneral  an~ specific knowledge, know-how, expe-
nence, social competences, personal abilities etc.), 
most statistical  and econometric  approaches  are 
based on reduced competence variables. In partic-
ular, these are the level of  (formal) qualification or, 
as a proxy, years of study, and experience, approx-
imated by 'age minus years in education and train-
ing' (seen as a proxy for implicit training). This is 
due to data restrictions and to the fact that uncodi-
fied or tacit knowledge cannot (yet) be transformed 
into cardinal values. 
The question of which of these competence com-
ponents  are  more  important  for  individual  per-
formance  on  the  labour  market  has  to  remain 
open. It seems plausible that formal initial educa-
tion and training has a greater influence on access 
to a first job than experience. With growing dis-
tance  from  completion  of initial  education  and 
training (i.e. with growing age) the importance of 
experience  and  non-formal  competences  may 
become predominant. 
This  means  that,  without  the  possession  of the 
'right' certificate, a worker would have had much 
less  chance of attaining  the  actual position  and 
enlarging  and  enriching  his  or her initial  skills 
during working life.22 A more adequate approach 
22 This is clearly supported, for example, by the  significant 
po~it~ve correlation  between  participation  in  continuing 
trammg  and  level  of  qualification  (source:  Tessaring, 
1998b, pp. 157 ff.). 
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would be to  distinguish between the chance  'of 
~ettin~ ~ (f~rst) job' an? t?e probabilit~ 'of keep-
mg this J~b and estabhshmg a career, Identifying 
th~ role different competence components play in 
this context. 
Without consistency in the measurement of 
skill  or competence, however,  the  relation-
~hi~ ?etween skill/competence and earnings, 
tndlvtdual  performance  or  mobility  will 
,_  remain incomplete and even controversial. 
Table 4.5 presents some indicators of the 'vulner-
ability'  and  the  exits  from  unemployment  for 
younger and older people. 
3.2 .3. Recognition of  competences 
The concept of qualification is one of the comer-
stones of industrial relations. It is the basis for col-
lective  bargaining,  employment  contracts,  pay 
scales, for the structure of hierarchies and the allo-
cation of responsibilities. It can be assumed that 
qualifications are more important in Tayloristic or 
bureaucratic work organisations, characterised by 
hierarchic division of  functions, seniority and well-
defined job requirements. In this model, qualifica-
~ion is a necessary precondition for the pursuit of a 
JOb  - although,  in  particular  for  higher  skilled 
workers and with growing distance of work from 
material production, certainly not a sufficient one. 
The accelerating pace of  change, especially in rela-
tion to skill requirements, questions the validity of 
the concept of  a trade, occupation or profession as a 
rel~~i:ely stable body of  predefined knowledge and 
abthttes, that can be encompassed in a similarly sta-
ble  curriculum of initial  education  and  training. 
~ehind this change lie two developments: changes 
tn the content and character of trades, occupations 
and professions; and pressures for deregulation or 
new forms of  regulation of  industrial relations. Both 
result in a redefinition of work and of the concepts 
of qualification and competence as well. 
Consequently, the traditional nature of the employ-
ment contract is eroding, in conjunction with dele-
gation of initiative and responsibility, and with a 
loosening link between work and pay. Transversal 
competences23 that can be used in a wider range of 
working situations gain in importance and may cut 
across  the  boundaries  drawn in collective agree-
23  Chapter  2  in  Part  2  of this  report  discusses  how  these 
competences can be taught and learned in education and 
training. -··--·---··--·-·--------·---·-·-·-·-·-·-·-·----------··----·--Dynamics of  labour market and competences 
'Juniors'  0-5 years(dJ  6.4  36.4 
~  by educational  low  10.0  30.7 
level  (e)  medium  6.5  36.2 
high  3.7  51.5 
~  by years after  0-2 years  7.5  36.3 
leaving ET  3-5 years  5.8  36.4 
'Seniors'  > 5 years  2.9  30.1 
(a)  Theoretical age of education and training (ET) completion + years spent in  labour market; 
(b)  people who were employed in  1996 and unemployed in  1997; 
(c)  people who were unemployed in  1996 and employed in  1997; 
(d)  after completion of education and training; 
(e)  low:  ISCED 0-2,  medium: ISCED 3;  high:  ISCED 5-7. 
NB:  'Juniors' and 'seniors' are defined according to the number of years after leaving education and training (see Box 5.13 in Part 5 
for definition). 
Source: Cedefop, European Commission, Eurostat, forthcoming. 
ments and pay scales. These competences assume a 
strategic value in individual careers and new forms 
of work organisation  and risk management. The 
individualisation  of career  patterns  and  training 
investments coincides with the  retreat of internal 
labour markets and a reduction of  the average length 
of  service within companies (Planas et al., 2000). 
It appears  to be a  matter of time before this 
debate about a new concept of  competence will 
. also  affect  the  definition  of  the  'standard' 
· employment contract and collective bargaining. 
Many factors, such as outsourcing, subcontract-
ing,  telework,  'quasi  self-employment', etc., 
will further complicate the traditional relation-
ship between employers and employees. The 
. situation becomes even more complicated with 
· the gradual demise of skill recognition in the 
" internal labour market reinforced by an abun-
::  dance of certificates held by the active popula-
~  tion. Both create a pressing need for making 
: skills tangible in  the external labour market. 
It seems paradoxical that the value of certificates 
decreases with their abundance, but that a certifi-
cate at the same time becomes more and more a 
conditio sine qua non. Moreover, the absence of a 
certificate becomes a severe handicap not only for 
young job seekers without a paper qualification, 
but also for the older generation who have gener-
ally received less education and training but are 
well-endowed with practical know-how and work 
experience.  The  recognition  of  their  informal 
qualifications and competences- e.g. by a portfo-
lio,  training  passport,  by a  standardised  assess-
ment of non-formal skills (cf.  Bj~rnavold, 2000a, 
and Part 1, Chapter 4 in this report) or by award-
ing credits for work experience - could rectify the 
paradoxical  situation  across  Europe  in  which 
those who already have high qualifications bene-
fit most from further training. 
3.2.4. Validation of  skills 
At present, considerable efforts are being made in 
Europe to evaluate and recognise knowledge and 
skills, whether formal or non-formal, and irrespec-
tive of where and how they were acquired. These 
efforts are being pursued at individual, company, 
government and European levels (cf.  Bj~rnavold, 
2000a, and Part 1 , Chapter 4 in this report). 
•  At  the  individual  level,  the  introduction  of 
systems  for  evaluation .  of  non-formal  learning 
aims  to  make individual competences  visible  in 
order to improve job opportunities and mobility. 
This is particularly important for lower qualified 
people and older age groups. 
•  At the company level, a gradual movement is 
taking place towards the evaluation and stocktak-
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ing  of human resources, in the  frame  of human 
capital  reporting  and  human  resource  manage-
ment  (cf.  Westphalen,  2000;  Nyhan,  2000,  and 
Part 3, Chapter 5 in this report). 
•  Governments are trying, at the macro level, to 
introduce  new  methods  of  quantifying  public 
expenditure on human capital. Their aim is to cre-
ate  more  efficient  systems  for  definition  and 
inventory  of  skills,  thereby  guaranteeing  the 
transparency of labour markets and measuring the 
available  national  resources  of  human  capital. 
Their strategy will lay the ground rules for  skill 
evaluation  and certification methods  - similarly 
to those in the commodity and service markets. 
•  At the European level, with the aim of finding 
a  common  denominator  for  all  Member  States, 
specialised computer systems  such  as  the Euro-
pean  skill-accreditation  system  aim  to  offer  all 
individuals the opportunity to have their compe-
tences assessed and recorded in a personal record 
book. This appears as one step in making compe-
tences  transparent  and  comparable  for  foreign 
employers, e.g. in case of cross-national mobility. 
The success  and  impact of all  these  approaches 
depend on their legitimacy and acceptance. These 
goals can be achieved through the involvement of 
all players on an equal basis, through delivery of 
useful and relevant information and by reaching a 
consensus (Bj0mavold, 1998). 
3.3. Competences and adaptability 
The  classical  macroeconomic  approach  and  its 
adherents,  the  proponents  of  the  manpower 
requirement  approach,  translate  shifts  in  eco-
nomic output and structures, changes in technolo-
gies and work organisation and institutional con-
straints  into  the  demand  for  labour  and  skills. 
They infer an adjustment of education and train-
ing  systems  to  these  outputs.  Theoreticians  of 
endogenous growth ascribe productivity gains to 
technological  progress  combined  with  higher 
skills among workers and plead for  more public 
investment in the provision of basic skills. 
A non-determinist position does not regard tech-
nology as an independent variable but tries also to 
identify  contextual  elements  that  strengthen  the 
demand  for  skills.  Its  protagonists  address  the 
heterogeneous  nature  of  labour  and  adopt  an 
approach  based  on the  concept  of competence. 
They try  to  understand how  the  market absorbs 
variations of the  supply  of skills  without neces-
sarily pleading for an adaptation of education and 
training systems. 
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3 3 .1. Determinants of  the demand for skilled 
labour 
All industrialised countries experience a significant 
fall in the demand for unskilled labour and, corre-
spondingly, an increase in the demand for higher 
skills, although the patterns of demand change vary 
across countries, sectors and periods. These demand 
shifts are generally attributed to four types of  factor: 
(a)  macroeconomic 'shocks'; 
(b)  accelerated involvement in international trade; 
(c)  institutional pressure on the labour market; 
(d)  technological and organisational changes. 
These factors  translate into the labour market in 
different ways (Table 4.6). 
Planas  et  al.  (2000)  present  a  large  body  of 
research work on the impact of technological and 
organisational change on the demand for skilled 
and unskilled workers. 
The impact of  technological change on the demand 
for skilled workers is disputed in research. Tech-
nology can hasten a general downgrading of the 
workforce  by  simplifying  their  tasks  or,  con-
versely, can upgrade the workforce by presenting 
and requiring additional training and skills. 
Some  authors  (e.g.  Goux  &  Maurin,  1995a, b) 
observed that the  introduction of new  technolo-
gies in production and of new work organisation 
led to a reduction in managerial staff to a greater 
extent than for white and blue collar workers who 
are  still  required  to  handle  the  new  machinery. 
Others, for example Greenan et al. (1999)  show 
that  'the  percentage  of  blue-collar  workers  in 
industrial  and  service  companies, as  well  as  of 
white-collar workers  in  non-managerial posts  in 
service  enterprises, decreases  as  the  companies' 
degree of computerisation and their input in terms 
of research and studies increase' (p. 427). 
Planas  et al.  (2000)  conclude with Castano 
Collado (1994  ): though the generally accepted 
rule concerning the role of  capital as a comple-
ment to  skilled  labour and  a  substitute for 
unskilled labour seems to be fairly sound, it is 
observable that the links between technologi-
cal progress and types of labour are subject to 
a  broad  empirical  debate.  This  debate  still 
seems to have a long way to run, because the 
empirical results are difficult to reduce to a 
common denominator and because they  are 
affected by different research methods and the 
quality of available data. --------------------------------------------Dynamics of  labour market and competences 
Skill biased technical change  ?  +  + 
Freer trade with developing 
countries  +  + 
Increase in  the minimum 
wage  +  +  + 
Increase in the supply 
of skilled labour  +  +  +  + 
Greater wage flexibility  +  + 
Empirical findings: 
Continental Europe  ?  +  +  + 
United States  +  0 
NB: -negative influence or development; + positive influence or development. 
Source: Cotis, Germain & Quinet,  1997. 
Another constraint on the representative nature of 
most research work is the fact that it concentrates 
on the microeconomic level. However, the impact 
of technical changes on skills as observed in spe-
cific  companies  is  not  necessarily  equal  to  the 
macroeconomic impact on labour demand of the 
modernisation  of the  technological  level  of an 
economy.  This  is,  for  example,  the  domain  of 
research based on endogenous growth theories (see 
Tessaring, 1998b, pp. 65 ff. and Barrett, 2000; see 
also Chapter 2.1 above) which more or less reveals 
a significant correlation between the level of (for-
mal) skills and technology and growth. 
Similar  debates  are  continuing  concerning  the 
impact of organisational change  within  compa-
nies.  Apart  from  the  question  of whether  new 
forms of work organisation have been introduced 
on a large scale or whether the majority of firms 
favour neo-Taylorist approaches,24  new forms  of 
work organisation have the  potential to  increase 
both the responsibilities of workers and the skill 
requirements of jobs. At the same time, they may 
create  new  types  of segmentation  in  the  labour 
24 See  also  the  contribution  of  Dejonckheere  &  van 
Hootegem (2000)  to  the  background report,  and  Part  3, 
Chapter 1 of this report. 
market,  within  and  between  companies  (Caroli, 
Greenan & Guellec, 1997). 
3.3.2.  Competences for adaptability 
Most of the work referred to above and by Planas 
et  al.  (2000)  applies  a  simplified  distinction 
between formally 'skilled and unskilled labour' .
25 
They presuppose a high degree of homogeneity of 
both skill types, and, in addition, full information 
on future needs and developments. 
However,  as  discussed  above, in  reality  compe-
tences  are  rather heterogeneous, and  technologi-
cal,  organisational  and  other  developments  that 
affect competences are hardly or not at all fore-
seeable in the medium or longer term. This calls 
for a strategy to enhance the adaptability and ver-
satility of workers to respond more quickly to the 
prompting  of the  market  and  of technological 
change.  According  to  Lene  (1998)  this  can  be 
done at four levels: 
(a)  increasing  the  learning  capacity  of  an 
employee,  for  example  by  reducing  in  regular 
25  In some cases, a further breakdown is  made by different 
levels  of (formal)  qualifications,  or of subjects/training 
occupations. 
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required  for  a  post  and  the  competence  of the 
incumbent; 
(b)  providing  a  series  of learning  experiences; 
this succession of experiences increases the pro-
ductivity  of the  training  process  by  means  of 
gateway effects; 
(c)  increasing the transferability of learning out-
comes;  interdisciplinary  competences  are  the 
foundation  stones of a diversified economy, and 
complementary learning processes are reflected in 
shared production savings; 
(d)  encouraging  the  'learning  company' 
(Amadieu & Cadin, 1996) and the development of 
cognitive competences, which require diversified 
activities, cooperation and functions within organi-
sations that are not rigidly compartmentalised. 
It is far from certain that companies, with the aim 
of ensuring that highly adaptable individuals are 
on  their  payroll,  will  choose  a  strategy  based 
entirely- or even principally- on recourse to the 
formal  systems  of education  and  training.  An 
exception may be young job applicants who have 
not yet had the chance yet to acquire non-formal 
work experience and competences. 
This call for adaptability implies a more behav-
ioural set of competences. These are not necessar-
ily generated by education and training systems, 
especially when we consider the time it takes to 
implement and produce  skills.  However, educa-
tion  and  training  can  lay  the  foundations  for 
higher versatility - less by the level of instruction 
but by the type of education and training. Box 4.6 
presents some examples of those skills (based on 
a study for the US by Levin & Rumberger, 1989) 
that determine an employee's adaptability to new 
forms  of technology  and  work  organisation.  It 
should be noted that the authors  see these  skills 
not as  substitutes, but as  complements  to  tradi-
tional knowledge and techniques. 
Box 4.6:  Skills to enhance adaptability 
• 
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initiative  and dynamism:  the  drive and  creative 
ability to think and  perform independently; 
cooperation: constructive,  goal-directed interac-
tion with others; 
teamwork:  interaction  in  work-groups  directed  I 
towards  both  short-term  goals  of efficient task 
or  activity  accomplishment  and  the  long-term 
goal of group maintenance; 
peer  training:  informal  and  formal  coaching, 
advising and training of peers; 
-----------·---------
•  evaluation: appraisal, assessment and  certifica-
tion of the quality of a product or service; 
•  communication:  good  use  of  communication 
channels; 
•  reasoning:  evaluation and  generation of logical 
arguments including  both  inductive and  deduc-
tive approaches; 
•  problem  solving:  identification  of  problems, 
hypothesis  testing  on  causes,  generation  of 
alternative  solutions  and  their  consequences, 
selection  of an  alternative,  and  implementation 
of a solution; 
•  decision-making:  employing  the  elements  of 
problem-solving  on  an  ongoing  basis  in  the 
workplace; 
•  obtaining and using information: deciding which 
information is relevant, knowing where to find  it, 
obtaining it,  and putting it to use; 
•  planning: establishing goals as well as schedul-
ing  and  prioritising  work  activities  to  reach 
goals; 
•  learning skills:  cognitive and affective skills that 
facilitate the acquisition of new knowledge; 
•  multicultural skills:  understanding  how  to  work 
with persons from other cultures in terms of lan-
guage, communication styles, and different val-
ues. 
Source: Levin  & Rumberger,  1989. 
Concluding (Planas et al., 2000), a person's 
competence  level  is  not  a  homogeneous 
entity that can be assimilated  to his  or her 
level of educational  attainment.  Companies 
try to attract manpower with the highest pos-
sible  level  of competence,  and,  above  all, 
with the greatest capacity for adaptation to a 
market  dominated  by  short-term  planning 
and  innovation. This results  in a  transition 
from the perception of skill as qualification 
for  a  single job to  that of skill  as  general 
competence and redefines the nature of the 
relationship between the process of innova-
tion and productive capacity. 
On the one hand, the ability  to  deal  effec-
tively with unfamiliar and unexpected situa-
tions is based on the transversality and trans-
ferability of skills. On the other hand, adapt-
ability constitutes the basis of their durability 
in rapid innovative processes. Both lay the 
foundation for lifelong employability of indi-
viduals (for a discussion see Part 2, Chapters 
1 and 2). 
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3.4. Adjustment of skill supply and 
demand 
In the previous section we have outlined that the 
good  which  is  traded  in  the  market  is  neither 
'labour' as  an  amorphous  entity  nor  'qualifica-
tion' as  a product of purely explicit training. The 
traded  item  is  the  skill  and  competence  of an 
individual:  a set of characteristics which govern 
his  or her productive  capacity  in  a given  work 
situation. 
3.4.1. Diachrony between the generation and 
utilisation of  skills 
Difficulties  in  matching  available  skills  with 
required  skills  also  result  from  different  time 
horizons  between  those  supplying  and  those 
demanding labour (Figure 4.7). Depending on the 
particular national training system and its institu-
tional arrangements, we can assume a time lag of 
around  5-7  years  after the  emergence  of a (e.g. 
-~  sklll.~ire~  · 
{e.g. by technlcat c.-na.J 
+ 
(a) Depending on  national institutional settings, regulations, etc. 
Source: Authors. 
technical)  change  with  significant  new  skill 
requirements before the entry of the first cohorts 
trained in these new skills into the labour market. 
It will  take  another  40  years  or  so  until  these 
'new' cohorts  will have completely replaced the 
older  workforce  (in  the  meantime,  of  course, 
other  new  requirements  and  cohorts  with  new 
skills will have appeared on the stage). It should 
be noted in this context that in all European coun-
tries  the  time  taken  to  generate  qualifications  -
essentially the time young people stay in educa-
tion and training - is  tending to  increase (Planas 
et al., 2000). 
It is  not imaginable that these changes will ever 
be met or anticipated by initial training. Instead, 
they call for  a responsive and flexible system of 
continuing training in the frame of lifelong learn-
ing. This also results in a new definition of mis-
matches  and  has  consequences  for  the  role  of 
education and  training systems  in  terms  of their 
regulation and objectives. 
·~···· 
0.5 -1  year 
0.5 -1  year  1- 2 years 
1 year  2- 3 years 
0.5- 1 year  2.5- 4 years 
2- 3 years  4.5- 7 years 
successive cohorts  35-45 years 
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: Both processes-changes in the labour market 
and in initial education and training - are fun-
damentally diachronic. Decisions on produc-
·,,·  tion, circulation and accumulation of  physical 
: capital are governed by short- or medium-term 
priorities, whereas  decisions on human  and 
social capital require a long-term, even ultra-
. term perspective (Vinokur, 1999). 
'The contradiction  between  these  two  temporal 
perspectives emerges clearly from  a comparison 
between individuals and enterprises. Individuals, 
possessing competences from which they wish to 
derive benefit over a long period of time, are sub-
ject to  antithetical  forces:  on  the  one  hand the 
long  duration  of their  active  lives  [calls  for  an 
increase of]  the length of time they spend in for-
mal education, while on the other hand the pace 
of economic change implies a shorter lifespan for 
the competences they acquire. [  ...  ] This confronts 
the individual with a problem regarding the obso-
lescence and transferability of his or her acquired 
competences.  In  their  economic  calculations, 
individuals cannot be certain how long their skills 
will  serve  them  and  must  take  that  uncertainty 
into  account  if they  are  to  recoup  their  invest-
ment' (Planas et al., 2000, Chapter 4.1.1.1). 
This  brings  us  to  the  question  of whether  the 
anticipation  of  skill  demand  by  young  people 
could be a basis for their education and training 
choice. In the absence (or non-reliability) of long-
term  forecasts  of particular  skill  requirements, 
young  people  tend  to  base their  choices  on  the 
present labour market situation. This may create 
cyclical fluctuations ('cobweb cycles') of the sup-
ply  of  people  with  particular  skills  (see  the 
hypothesis of Freeman, 1976, and the tests for the 
Dutch situation by Borghans, de Grip & Heijke, 
1996). For Germany, too, marked cobweb cycles 
have been observed for higher education studies 
(teachers,  lawyers,  engineers  and  others)  during 
the past three decades with successive periods of 
unemployment, decreasing  student numbers  and 
shortages (see also Section 4.3.1  in this Part). 
~- We  may conclude with Planas et al.  (2000, 
p. 351) that 'in our societies, the initial edu-
cation of the population [ ...  ] is irreversible in 
· the sense that an inadequate basic framework 
· of initial education tends to exclude individu-
. als  from  jobs  as  well  as  from  subsequent 
·,  training  opportunities  (Steedman,  1999), 
· since initial education forms the basis of fur-
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.  ther  training.  Within  the  system  of initial 
· education  system  itself  [ ...  ]  the  scope  for 
:  ~cqui~g  kno;vledge, and hence skills, is not 
·.  ISOtropiC [ ...  )  • 
One of the main aspects of change in education 
and training systems is that of the concurrent use 
of time for basic and specialised training. In most 
countries,  education  and  training  systems  are 
divided into a minimum of four subsystems: 
(a)  general schools, initial training, colleges and 
universities; 
(b)  programmes for the occupational integration 
or  reintegration  of the  unemployed  or  for 
people at risk; 
(c)  continuing or further vocational training; 
(d)  learning  on and off-the-job,  which  tends  to 
become institutionalised  as  mechanisms  are 
established  for  the  recognition  of non-for-
mally acquired competences. 
Current  research  shows  that  these  systems  are 
gradually  becoming  more  complementary  in  a 
framework  of  lifelong  learning  than  mutually 
exclusive (Planas, 1996; Steedman, 1999). 
3.4.2. Requirements of  enterprises 
Which  competences  are  required  by  the  'cus-
tomers'- enterprises and organisations- of edu-
cation and training systems depends on the com-
pany's strategic horizon (see also Part 3, Chapter 
2 of this report). A company working with a short 
time frame  will try to  obtain the competences it 
needs  from  the  external  labour  market  or  by 
short-term adaptation measures. If  a company has 
long-term goals and a long-term staffing policy, it 
may also develop a training policy of its own and 
have regard to  the potential of individuals when 
recruiting new staff. 
The  traditional  industrial  relations  model  was 
based on a high degree of institutionalisation and 
State intervention as well as on a marked division 
of labour and standardised tasks. This approach is 
being replaced by new work organisation models 
(see also Dejonckheere & van Hootegem, 2000 and 
Part 3, Chapter 1 of this report) and has increased 
uncertainty,  diversification  and  weakened  the 
influence of trade unions. Human resource man-
agement  concepts  are  gradually  following  these 
new approaches to industrial relations (see Part 3, 
Chapter 5 in this report) and favour individualised 
negotiating mechanisms in the realms of training, 
career development and even pay. --------------------------------·-··-·-····-··-------------------------------------···-·-··------------------- Dynamics of  labour market and competences 
Concerning recruitment, and hence external flexi-
bility, companies have changed their recruitment 
procedures  by  applying  new  methods  for  the 
identification of competences (Alpin &  Shackle-
ton,  1997). As  the educational attainment of the 
population continues  to  rise, employers  seem to 
be  trying harder in  the  selection process to  find 
evidence of personal competences that are  diffi-
cult  to  evaluate,  more  or  less  irrespective  of 
degrees, diplomas  or any  other formal  certifica-
tion the individual may possess. 
3.4.3.  Determination of  demand by supply? 
In a more global view, changes of the demand for 
skilled workers are often regarded as inevitable or 
determined exogenously. For that reason workers 
have  to  adapt  and  a  'mismatch'  will  then  be 
attributed  to  the  supply  side.  However,  many 
researchers postulate that the demand for skills is 
not rigidly determined by technology and that the 
need for  adaptation is  not one-sided. Changes in 
skill demand are  the  product of numerous  deci-
sions on the part of institutions and organisations, 
and  the  dictates  of technology  are  sometimes  a 
secondary consideration when these decisions are 
made (Planas et al., 2000). 
·.  This being the case, variations in the supply of 
:  skilled workers become a challenge to compa-
nies, prompting them to make more and better 
use of the available competences. As  Bruno 
(  1998) puts it when referring to mismatches 
,  between supply and demand:  'In most indus-
: trialised countries there is a perceptible sort of 
,.  sequential order whereby cognitive advances 
":  made by the company executives lead to tech-
. nological and organisational changes, which 
also require greater knowledge on the part of 
, workers  on  the  shop  floor,  while  cultural 
·:  development at grass-roots  level within  the 
company  creates  new  opportunities  which 
· directors  and  middle  management  perceive 
and subsequently exploit. Consequently, the 
process  is  in  permanent  imbalance,  which 
makes the occurrence of mismatches easy to 
: explain, impossible to avoid and, we have to 
::  say, desirable[  ... ]' (p. 3). 
Af the. macroeconomic level, empirical evidence 
shows that the spreading of formal qualifications 
within the labour market tends to follow what has 
been  termed  the  'supply  effect'  (Mallet  et  al., 
1997). The  results  of a macrostatistical  analysis 
conducted in six countries of the EU (France, Ger-
many, Italy, the Netherlands, Spain and the UK)26 
confirm that the availability of young people (sup-
ply) with higher education and training levels, gen-
eration  after generation,  who  enter the  working 
population also leads to changes in the deployment 
of qualifications within occupational categories. 
I
B~-;-~~7: Jobs outside skill supply and- de~and?­
When  talking  about supply and  demand  in  general 
or for skills  or qualifications,  and  the  effects  of the 
'free  play  of  market  forces',  we  should  take  into 
account that a considerable number of jobs are sub-
ject to  a lesser degree or only indirectly to  the con-
curring forces of supply and  demand. 
These are, for example, jobs in  non-traded sectors, 
jobs strongly influenced by political decisions (public 
administration, health, social work and education), by 
individual  preferences  (e.g.  family  workers,  self-
employed),  by  regulated accession (e.g.  liberal pro-
fessions) or by talent (e.g. artists, sportsmen, writers 
etc.).  In  a  rough  estimation,  which  certainly  needs 
more verification and may include some overlaps, the 
share of these categories adds up to around one third 
of the total EU labour force: 
•  public administration, armed forces  7% 
•  self-employed  13% 
•  family workers  2% 
•  parts of education and culture*)  ca.  4% 
•  parts of health and  social services*)  ca. 4% 
•  social enterprises, NGOs (e.g. churches, 
associations, trade unions)  ca.  3-5% 
Total  ca. 33-35% 
*)assumption: 50% of all employed in these sectors 
are in  non-market service sectors 
Sources:  Eurostat:  Community labour force  survey, 
1998;  Archambault,  1996  for  social  enterprises; 
NGOs estimated by the authors. 
According to these findings, the change in qualifi-
cation levels in each occupation can be explained 
by the general growth in the number of certificates 
rather  than  by  particular  recruitment  patterns 
within each occupation. In the light of these find-
ings, the rising level of  qualifications is based more 
on the  social demand for  education and training 
(supply  side)  than  on  some  'objective'  skill 
26  The project  'Diploma and the  Labour Market' has  been 
carried out on behalf of Cedefop (1998b). Work is  being 
continued and refined in the framework of a TSER project 
'Educational expansion and labour markets' (EDEX) and 
will be completed in 2001 (see Box 4.5). Both projects are 
coordinated by LIRHE, Toulouse.  For more information 
and  publications  see  the  coordinator's  website: 
http://edex.univ-tlsel.fr/edex/ 
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requirements of  companies. This is not to say, how-
ever, that these dynamics have no effect on job con-
tents and on company behaviour, as Bruno (1998) 
indicated. Whether they  are  also  an  indicator of 
'credentialism' , i.e.  on a recruitment of workers 
only by certificates and without regard to their real 
'productivity', must remain open here. 
3.4.4. Skill adjustment and typology 
of  mismatches 
In  consequence  of the  expansion  in  education 
across Europe in the past decades, formal certifi-
cates, according to several researchers (see Planas 
et al., 2000 and the references given there) seem 
to be less and less able to provide the information 
required for recruitment and promotion processes. 
Apart from  the  temporal dimension, the  mecha-
nisms  for  adjusting  supply  of and  demand  for 
skills do not work instantaneously and are subject 
to three major constraints: 
(a)  the social value of  education and training is at 
least as important as the productive value assigned 
to it by the market. Education and training is not 
purely associated with job prospects and material 
rewards but has also a symbolic and a status value. 
For example, asP. & A. D'Iribarne (1993/99) put it 
for France, 'scholastic nobility' acquired by educa-
tion will determine an individual's 'personal nobil-
ity' for the rest of  his days. It  is also the basis for the 
self-positioning of an individual in society. A mis-
match will be observed if the social hierarchy pro-
duced by, or reflected in, the education and training 
system does not correspond to the hierarchies in the 
production system; 
(b)  an increasing number of certificates - which 
used  to  be  signals  for  the  allocation  of skilled 
workers  in the  labour market - diminishes their 
market value and may  support the hypothesis of 
credentialism (see  Tessaring,  1998b, pp.  56  ff.): 
'the abundance  of signals  kills  the  signal'. The 
information  value  of certificates  will  diminish. 
However,  there  are  remarkable  differences 
between European countries, in particular between 
those having a dual or alternate system of training 
and other countries (Hannan et al., 1996); 
(c)  institutions which are involved in the gener-
ation  of  competences  (family,  education  and 
training  providers,  career  guidance,  social  net-
works, the State, Social Partners etc.) are chang-
ing their roles. The acquisition of competences in 
less and less regulated and institutionalised mar-
kets will undermine the existing forms of regula-
tion,  in  particular  the  adjustment  mechanisms 
concerning new entrants to the labour market. 
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· These constraints lead to different notions of 
skill mismatches or imbalances. Key criteria 
are  the  different  durations  of  adjustment 
processes  coupled  with  different  kinds  of 
uncertainty  and  with  the  reversibility  of 
expectations and decisions on training invest-
ments. Furthermore, from an analytical point 
of view, imbalances may refer to  an excess, 
respectively shortage of skill demand or sup-
ply.  In reality,  an  oversupply of skills  may 
coexist with a shortage of demand and vice 
versa due to the situation in specific labour 
markets  (e.g.  occupations,  sectors)  and 
regions. 
Basically, in a macroeconomic view we may dis-
tinguish  between  cyclical  and  structural  imbal-
ances. 
•  Cyclical  imbalances  are  of more  short-term 
nature and will occur in case of exogenous shocks 
which  affect  the  supply  or  demand  of  skills. 
These imbalances are  due  to  imperfect informa-
tion  and  uncertainty  in  the  shorter  run  - as 
assumed  in  neoclassical  economic  theory  - and 
can be reversed, with different degrees of speed, 
by  an  adjustment  of training  and  employment 
decisions.  In  principle, those  imbalances  appear 
unavoidable in a changing society. 
•  Structural  long-term  imbalances  are  often 
irreversible and relate to  strategic decisions  in a 
context  of  profound  uncertainty.  These  imbal-
ances are analogous to the Keynesian view of the 
unpredictability of human behaviour and call for 
appropriate policy intervention. 
We  should  add  that  discussion  of  imbalances 
should  not  only  focus  on  quantitative  figures 
(excess or shortage of numbers of jobs or of peo-
ple) but also on 'qualitative' aspects such as inap-
propriate  deployment  of  skilled  workers  in 
unskilled jobs (and vice versa).27 
Planas  et al.  (2000,  Chapter 4.2.2)  propose,  on 
this basis, a typology of skill mismatches taking 
into account the variables 'demand' and 'supply' 
and the cyclical or structural nature of imbalances 
(Table 4.7). 
What is the role of education and training in these 
imbalances? 
(a)  In case A, structural adjustments to the system 
of initial training are liable to create irreversible sit-
27  See for  a discussion on  'overqualification' section 4.2 in 
this Part. uations without meeting the short-term needs. Mea-
sures for further training, retraining or in-company 
training are more adequate. 
(b)  In case B, to overcome structural shortages 
of skill supply, the education and training system 
should  lay  the  foundations  for  enabling  young 
people  to  adapt  to  growing  or  changing  skill 
needs. This can be done by the pursuit of two (not 
necessarily  exclusive)  strategies:  the  option  for 
general training and transferable knowledge, and 
the  provision  of 'ready-to-use  skills'  that  make 
individuals  immediately  competitive  in  labour 
markets. However, in the  medium term this  sec-
ond type of skills entails the problem of obsoles-
cence  and  calls  for  their  continuing  adaptation. 
Moreover,  the  provision  of transferable  knowl-
edge and ready-to-use skills corresponds to con-
tradictory  education  and  training  systems  which 
cannot  easily  be  reconciled  (see  also  Part  2, 
Chapter 2 in this report). 
(c)  Case C may result from short-term variations 
of skill supply (e.g. due to 'cobweb cycles' in indi-
vidual education and training choices). This type of 
imbalance does not necessarily create inefficiency 
but may even stimulate technological and organi-
Dynamics of  labour market and competences 
sational change within companies (Bruno, 1998). 
Young people's educational strategies may be jus-
tified by the fact that they preserve their preference 
for being at the head of the 'job queue'. The alter-
native, to refrain from acquiring higher skills, will 
most probably affect their labour market position 
negatively in the medium and longer term. How-
ever, if internal labour markets are  closing more 
and more, as is the case in several EU countries (cf. 
Part 3, Chapter 2) there may be a risk of remaining 
in  the  secondary  and  unstable  segments  of the 
labour market. 
(d)  Case  D  appears  to  be  the  most  crucial 
mismatch  situation  from  the  viewpoint  of indi-
viduals. It may be the result of 'false' education 
and  training  decisions  taken  by  institutions, the 
State  or  by  individuals  themselves  (e.g.  when 
reflecting  short  term  needs  without  sufficient 
information  on  the  longer term changes  of skill 
requirements).  Improved  vocational  guidance  or 
competition  between  training  providers  may 
reduce  these  imbalances.  However,  both  are 
dependent on the quality of data and above all on 
information  on  future  developments  (see  also 
Chapter 5 in this Part). 
CycliC8J imbalanCe .(shC:irt/mecttum term)  Structural imbalance (tong-term) 
Growth in skill demand 
If skill supply remains 
unchanged or increases 
less than demand 
7  skill shortage 
Growth in skill supply 
If skill demand remains 
unchanged or increases 
less than supply 
7  skill surplus 
Source: Planas eta/., 2000. 
A 
Shortage of skills in the short term: 
price of skills (earnings) will increase; 
companies may poach workers in  the 
external labour market; they may 
reorganise their work organisation, 
increase the productivity of their 
machinery, subcontract etc. 
c 
Skill supply surplus in the short term: 
new cohorts may be overqualified and 
financial benefits of training may 
decrease. However, skilled individuals 
preserve their relative better position 
within the labour market. Or,  individuals 
acquire the skills needed during the first 
years of their active life. Given that these 
imbalances do not persist, 'overqualifica-
tion' will be a temporary phenomenon 
only. 
B 
Shortage of skills in the long term: 
certain skills (e.g. foreign languages, 
computer skills) become a structural 
necessity; responsiveness of the 
education and training system 
concerning the in-time provision of 
transferable and competitive skills. 
D 
Skill supply surplus in the long term 
is a result of the consensus of all  actors 
on the desirability of educational growth 
and of the weak influence of prices 
(earnings) as regulators of access to 
training. A number of skilled people will 
be  'overqualified' with little chance of 
access to primary labour market 
segments. Imbalances might be  reduced 
e.g. by improved vocational guidance or 
by more competition between training 
providers; both,  however, require perfect 
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As  mentioned  before,  several  imbalances  may 
coexist  together  and  careful  analysis  should  be 
made to  distinguish whether imbalances must be 
attributed to the supply or to the demand side, and 
whether they  concern cyclical or structural mis-
match phenomena. Both distinctions, admittedly, 
are  not  easy  to  prove  empirically  since,  at  the 
time of the emergence of an  imbalance, it is  not 
yet clear - and also depends on exogenous factors 
-whether the mismatch is a temporary or persist-
ent one. 
Structural and long-term imbalances require 
specific attention from policy-makers respon-
sible for the shaping and reform of education 
and training systems. Short-term imbalances, 
on the demand as well as on the supply side, 
create less inefficiency and may be overcome, 
with different degrees of  speed, by appropriate 
adjustment measures or by the functioning of 
labour markets in a neoclassical sense. 
However, it would be counterproductive, and 
could  even  cause  cobweb  cycles,  if short-
term  mismatches  gave  rise  to  measures 
which  aim to reduce  structural deficiencies. 
Thus,  targeted  measures  concerning  the 
reform or redesign of education and training 
depend on information whether the problem 
to be solved is cyclical or structural in nature. 
We  will  discuss  the  most  crucial  types  of skill 
mismatch - unemployment and overqualification 
-in Chapter 4 below. 
In view of the basic impossibility of anticipating 
specific  competence  needs  in  a distant  future ,28 
and in view of the skill deficiencies of people at 
risk,  it  is  essential  to  define  the  'durable',  for 
instance a 'minimum training platform' (Cedefop, 
1999q;  Newskills, see  Box 4.8)  or a  'minimum 
threshold of competences' (Blaug, 1999). 
Such a platform of basic skills does not consist of 
an accumulation of curricula but puts 'framework 
competences' at the core of initial education and 
training  policies  that  are  targeted,  guarantee  the 
dissemination  of  key  knowledge  and  compe-
tences, and  thus  serve  as  a  'gateway to  lifelong 
learning' (Planas et al., 2000). 
28  This  refers  to  the  contents  and  'qualitative'  aspects  of 
skills. As we will see in Chapter 5, forecasts of qualifica-
tions and qualification demand- based on formal certifi-
cates - may be justified according to the particular needs 
of users of these forecasts. 
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Box  4.8:  TSER  project  'Education  and  training, 
new  job  skill  needs  and  the  low  skilled 
(Newskills)' 
The project involves an  analysis of what is happen-
ing  to  labour demand, as well  as  an  understanding 
of  why  the  pattern  of  supply  does  not  always 
respond  adequately.  It will try to determine the most 
effective means of developing the necessary skills -
both  in  terms  of curriculum  and  teaching  methods 
(including  the  newest  technology).  The  aim  is  to 
work  towards  defining  a  Europe-wide  definition  of 
the  'platform  for  learning'  with  which  every  Euro-
pean citizen should be equipped. 
The  programme  of  work  consists  of four  specific 
studies as follows: 
(a)  the demands for labour by skill  in  the  EU; 
(b)  the  factors  determining  the  supply  of  and 
demand for labour by skill  in  the EU; 
(c)  the profile of education and training provision at 
the basic level in  the EU; 
(d)  defining  a  minimum  learning  platform  for  the 
EU. 
The relative significance of a number of factors influ-
encing  supply  of and  demand  for  skills  has  been 
analysed  and  assessed  using,  among  other 
sources, data from the OECD Adult Literacy Survey. 
The  profile  of  educational  provision  at  the  basic 
level was investigated at the level of curriculum con-
tent,  pathways  and  progression  for young  cohorts. 
Work on  the minimum learning platform involves an 
extensive literature survey, consultation with govern-
ments, employer and employee representatives and 
fieldwork samples from companies. 
Coordinator.  H.  Steedman,  London  School  of Eco-
nomics, Centre for Economics and Political Science, 
UK;  E-mail:  h.steedman@uk.ac.lse 
Final  Report:  S.  Mcintosh  &  H.  Steedman.  Low 
skills: a problem for Europe.  SOE2-CT95-2006. 
Since  education  and  trammg  systems  cannot 
restrict independently the number of young peo-
ple entering  and  passing  through  training  estab-
lishments,  a  general  rise  in  education  levels 
would  result  in  a  conflict  between  ranking  by 
educational levels and the hierarchies in the pro-
duction  system.  A longer  stay  in  education  and 
training may be a way to reduce youth unemploy-
ment while, at the same time, raising the general 
level of knowledge.29 Individuals  will  recognise 
29  This  would, however, be  short-sighted if the decision to 
stay in education and training is not based on information 
on future job opportunities but aims only to keep young 
people away from the labour market. ---------------------------Dynamics  of  labour market and competences 
that higher skilled people are more likely to find a 
job even  if their  qualification  does  not  always 
correspond to job requirements. 
Employers - at least those who do  not have to 
finance  educational  expansion  directly  - can 
utilise  the  better  educated  labour  force  while 
driving down relative pay levels. This coincides 
with  the  demand  side  where  skill  requirements 
tend  to  become  less  standardised.  Though  this 
process  will  lead  to  decreasing  differentials  of 
return to education and training, the relative posi-
tions  of  different  qualification  levels  will  be 
maintained.30 
~  Given the diminishing value of formal certifi-
cates for the distinction of workers by means 
1 of their productive capacities, the emergence 
··  of  new types of certification based on compe-
.:  tence has the objective of  increasing flexibility 
; and the significance of  education and training 
- efforts. However, the gradual replacement of 
standards  a11d  certificates  by  competence 
:'  could undermine the social edifices associated 
: with certificates  (D'Iribarne,  1996)  and the 
,:  systems of  industrial relations. 
'In order to adapt, the education and training sys-
tem must develop the information value of its cer-
tificates  and  encourage  the  various  operators  in 
the labour market to recognise the competences it 
imparts.  [ ...  ]  Finally,  we  cannot rule  out long-
term  self-regulation by  the  market. A  persistent 
glut of certified labour would result, for example, 
in lower returns from education for new entrants 
to  the  labour market,  downskilling  mechanisms 
and/or a shortage of  job opportunities or, possibly, 
a freeze on social mobility' (Planas et al., 2000, 
Chapter 4.2 .4). 
30 In this case, cet. par., young skilled workers would earn 
relatively less than young workers with comparable skills 
in  the past. But their earnings  are  still higher than con-
temporaries  with lower skills:  earnings  differentials  will 
continue to exist. 
3.5. Conclusions31 
Implications for research 
Skills or competences are  'produced' by com-
plex mechanisms in which learning in the edu-
cation  and  training  system  and  in  production 
systems  are  the  predominant  - though  not 
exclusive - forms. 
The complexity is increased by the fact that, at 
any  given  moment, the  nature  and  volume of 
competences  being  traded,  is  not yet  (totally) 
determined.  The  longer  the  time  scale,  the 
greater  uncertainty.  Whereas  the  supply  and 
demand for formal qualifications (e.g. replace-
ment demand, new supply of education/training 
leavers) can be anticipated and balanced in the 
medium  term  with  certain  assumptions  and 
alternative projections (see Chapter 5), compe-
tences  and  competence  needs  become unfore-
seeable beyond a certain horizon. 
This assertion goes beyond the classic problems 
of  imperfect  information  on  competences 
required for a job and on the future performance 
of an  individual  in that job. The  'productive 
value' of an individual with a given set of char-
acteristics will depend on that individual's inter-
action  with  the  working  environment and the 
valuation of his  or her competences  at  work. 
Empirical research on this issue is scarce, how-
ever, and needs to be intensified. 
The inherent imperfection of information in the 
'market' for skills and competences lies in the 
very  nature  of  human  work  and  economic 
development.  On the  demand  side,  globalisa-
tion, technical progress and the political frame-
work  (e.g.  enlargement  of the  EU)  tend  to 
reduce  the  time  frame  within  which  reliable 
information is available. 
Imperfect information also applies to the supply 
of skills.  Individuals,  in  the  course  of their 
working lives, draw on their experiences in and 
outside the workplace to adjust and supplement 
their repertoire of competences. These changes 
result from the interaction between their initial 
education and training and the series of produc-
tive tasks they subsequently perform (possibly 
coupled with additional training they receive). 
These interactions are strictly individual and, as 
such, are unforeseeable. 
31  This chapter summarises the conclusions drawn by Planas 
et al. (2000). 
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should focus much more than before on compe-
tences  instead  of  on  formal  skills.  Research 
questions which still have to be tackled are the 
short- and long-term perspectives and coordina-
tion requirements  in the  systems  of skill  'pro-
duction' and 'consumption'. 
The  provision  of  appropriate  information  on 
possible  future  developments  and  on  'mis-
matches'  beyond  formal  categories  of  man-
power demand and supply is a pressing task for 
research. This applies equally to the analysis of 
the manifold interactions between supply of and 
demand for competences, the impact of educa-
tion  and training expansion on  labour markets 
and competence utilisation and the role institu-
tions and other agents play in this process. 
Implications for policy 
Overproducing  or  underutilising  competences 
may seem a waste of resources. Avoiding wastage 
of human resources, while maintaining the flexi-
bility that is necessary to readjust to needs that are 
constantly being redefined, is one of the central 
problems of modem economies. It is  a political 
problem in the true  sense of the  term, because 
imperfect  information  and  the  incompatibility 
between the time scales that govern the gestation 
of competences and  their productive utilisation 
make it impossible to find  a solution based on 
reliable economic or social calculations only. 
This  clearly  does  not  mean  that  reflection  on 
future  developments  is  worthless.  On  the  con-
trary, it is essential to guide the system by advanc-
ing rational hypotheses on the future of society 
and on the durability of human competences. We 
must refrain, however, from postulating the exis-
tence of fixed, rigid causalities between the infor-
mation  that  is  collected, the  decisions  that are 
taken and the effects that are produced. 
Instead, competences are generated in coopera-
tion  and  interaction  between  the  educational 
and  the  productive  spheres.  Each  of the  two 
systems  establishes  its  strategy in  response  to 
the  action of the  other.  Each acts  on  different 
information,  but  the  information  is  subject  to 
that same intrinsic unpredictability. 
The  transition  from  school  to  work  is  a  very 
special  moment  in  the  'confrontation'  of the 
two  systems. There is  a double  asymmetry  of 
information: job applicants do not know exactly 
the requirements of jobs, and employers know 
little about the competences of the applicant, at 
best about his/her formal qualifications. It is the 
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moment when the differences between the inter-
ests of the two systems come into play. At that 
precise  moment,  the  production  system  has  a 
customer/supplier relationship  with  the  educa-
tion system, and its normal behaviour as  a cus-
tomer is to try to obtain the best products at the 
lowest prices. It is in the company's interests to 
use immediately the skills it 'buys'. 
It is  not the primary task of enterprises to pro-
duce competences per se. These may simply be 
a by-product of the work process and are often 
acquired through voluntary measures organised 
in  the  framework  of  a  company's  human-
resource management policy in the expectation 
of higher productivity. This remains  true even 
when  companies invest heavily in  the  training 
of their  employees.  It  is  still  true  when  the 
enterprise, through the various forms of appren-
ticeship, agrees to become directly involved in 
the initial training of young people. 
In  all  of these  cases,  skill  is  regarded  by  the 
company as  an intermediate good which must 
subsequently  yield  a return  on  the  company's 
investment. Otherwise, the company will suffer 
a net loss or will be subsidising its competitors. 
The aim of the  education and training system, 
on  the  other hand,  is,  or  should  be, to  allow 
everyone to  develop his  or her potential as  far 
as  possible. Though operating  in  a context of 
imperfect information, it is  required to  adopt a 
long-term perspective (the lifetime of individu-
als). The knowledge it imparts will be used- in 
whole  or in  part - in  a  future  society  about 
which there is little reliable information. One of 
its aims will be to develop at least those frame-
work  competences  that  seem  likely  to  prove 
durable and to provide the best basis for subse-
quent  further  training,  whether  explicit  or 
implicit. 
The existence of a horizon beyond which strate-
gic  policy  can  no  longer be  based  on  secure 
knowledge reveals  a sharp division  within  the 
raft of policies for the development of compe-
tences. Two strategies compete to determine the 
nature of initial training policies: 
(a)  according  priority  to  the  familiar,  i.e. 
training young people on the basis of the well-
known and adapting them to the present needs 
of the market. This has the advantage of making 
the  trainee  more  immediately  effective  and 
facilitating  his  or  her  transition  into  employ-
ment. The disadvantage of this approach is that 
it  involves  heavy  investment  in  'perishable' technology and that the skills imparted are sub-
ject to more or less rapid obsolescence; 
(b)  embracing  the  unfamiliar.  Attention  is 
focused on sustainability, on 'durable' skills that 
are  usable  for  a  very  long  time  and  protect 
against skill obsolescence. However, this attempt 
to facilitate  the  trainee's  long-term  adaptation 
may retard the transition to work and his or her 
inevitable accumulation of competence outside 
the education and training system. 
Education  and training  policies  face  the  diffi-
culty of choosing between these two strategies, 
especially when the aim is  to provide training 
that is applicable to people with heterogeneous 
abilities and background. It is conceivable that, 
in certain cases, short-term adaptation and long-
term development will prove to be incompatible. 
Lifelong learning, conceived as  a dynamic and 
flexible  means  of adapting  individual  compe-
tence profiles to the needs of the production sys-
tem, can ensure that appropriate skills  are pro-
duced,  utilised  and  that  the  market  operates 
smoothly.  It  is  an  effective  way  to  reconcile 
shorter-term changes in production, technologies 
and work organisation on the one hand, and the 
very  different  longer-term  needs  and  perform-
ance levels of individuals on the other (see also 
Part 2, Chapter 1). 
Skill mismatch in the labour market 
4. Skill mismatch in the labour 
market 
This  chapter discusses three major types of mis-
match  in  the  labour  market:  unemployment, 
overqualification and skills shortages. These gaps 
refer  to  quantitative  as  well  as  to  qualitative 
imbalances. A typology is proposed in Figure 4.8. 
Two  rival approaches are  confronted which  both 
attempt to explain the persistence of  unemployment: 
state dependence, which refers to the implications of 
a long duration of unemployment, for example on 
skill obsolescence and 'labelling' of  the long-term 
unemployed; and skill mismatch, which refers to the 
heterogeneity of  people in  terms of skills and the 
effect upon them of  technological and structural 
change. Both approaches are based on different the-
ories and call for different policy measures. 
The  second  type  of  mismatch  considered  -
overqualification - is a more qualitative one and 
denotes the extent to which workers are employed 
below their level of (formal)  qualifications. This 
phenomenon  apparently  increases  in  many  EU 
and other  countries.  However,  there  are  still  a 
number  of questions  as  to  its  significance  and 
implications for policy. 
Finally,  there  is  a presentation of indications of 
skills shortages - mostly in terms of  ICT skills -
skills gaps, imbalances 
Source: Authors 
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which  seem  to  become  a  major problem in  EU 
countries. However, the reasons, scope and meas-
urements of  shortages are not always clear-cut. 
4.1. Dynamics of unemployment 
4.1.1. Unemployment, long-term 
unemployment and skills: some facts 
After  almost  10  years  of rising  and  high-level 
unemployment  in  the  European  Union,  unem-
ployment figures  tended to  fall  in most Member 
States.  Figure  4.3  above  reveals  two  particular 
evolutions. The first one is that, starting in 1983, 
US  unemployment rates fell below the European 
rate and, at the end of the last decade, even fell 
below  the  (increasing)  unemployment  rate  in 
Japan.  However,  starting  in  1997/98,  European 
unemployment  rates  decreased  from  10.8% 
(1996) to 8.4% (2000, annual averages). 
A second observation (Figure 4.3) relates to a dif-
ferent cyclical behaviour in the EU and US unem-
ployment series. Whereas the US  series display a 
clear cyclical pattern, with alternating peaks and 
troughs,  the  European  series,  in  the  observed 
period, showed only one substantial decline in the 
end-1980s. 
~  In past decades, the  level of unemployment 
· tended  to  increase  gradually.  This  becomes 
clear  when  looking  at  the  development  of 
· unemployment rates  in  the  OECD over the 
. past 35 years (Figure 4.9).Afterthe four major 
economic recessions with their steep increases 
, in unemployment (1969-72;  1974-77;  1979-
83; 1990-93) unemployment rates remained at 
· an ever higher level at the beginning of subse-
quent recession periods.  However, although 
the  next  recession  is  not  predictable,  it 
becomes obvious, too, that the  relative dis-
tance of these shifts in unemployment levels 
tends to become somewhat smaller.32 
4.1.1.1. Unemployment and skills 
An important and well-known feature  is  the fact 
that unemployment affects lower qualified people 
more  than the  higher qualified ones  (Table  4.8). 
This inverse relationship is not particularly Euro-
pean nor limited to the past one or two decades. 
32 There are manifold reasons for this (e.g. decreasing labour 
force potentials due to demographic decline) which cannot 
further be discussed here. 
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Netherlands  3.3  4.1  7.0 
Austria  2.7  4.2  7.3 
Denmark 
United Kingdom 
Portugal 
France 
Germany 
Sweden 
Finland 
Spain  13.3  17.5  19.1 
(a)  Unemployed in  % of the labour force,  25-64 years olds; 
(b)  according to ISCED (High=higher education [ISCED 5-7]; 
Medium=upper  secondary  [ISCED  3];  Low=less  than 
upper secondary [ISCED 0-2]); 
(c)  without Luxembourg. 
NB: Countries sorted by ISCED level 3. 
Source: Eurostat, Community labour force survey 1997. In  the  EU,  only  Greece  and  Portugal  show  a 
somewhat different  pattern, with  unemployment 
rates  of people  with  intermediate  qualifications 
exceeding those of lower qualified. 
4.1.1.2 .Long-term unemployment 
Another  striking  feature  is  the  high  long-term 
unemployment33  (LTU)  in  Europe.34  Table  4.9 
illustrates the development of unemployment and 
LTU  rates  in  Europe  by  gender  for  the  period 
1995-99. In general, LTU  rates  and numbers are 
almost half of the total unemployment rate. How-
ever, as  with total unemployment rates, in  1997 
33  Long-term unemployment is defined as a period of unem-
ployment which is one year and longer. 
34 These figures  relate to  official statistics based on  unem-
ployment figures at a certain date. Unemployment figures 
based on  longitudinal data measure the entire completed 
period of unemployment and show  a significantly higher 
share  of LTU.  In  1996,  for  example,  LTU  constituted 
more than 58% of total unemployment in Germany, and in 
excess  of 67%  in  England  and  France  (see  Tessaring, 
1998b, p. 84, based on Karr, 1997). 
Skill mismatch in the labour market 
the LTU rate started to decrease - even more than 
the total rate in relative terms. 
When we look at the correlation between skills and 
unemployment duration across EU countries, we 
again  find  a  significant  inverse  relationship 
between skill levels and LTU rates (Figure 4.10). 
LTUR total 
LTUR males  4.5  4.5  4.5  3.9  3.5 
LTUR females  6.2  6.3  6.3  5.7  5.0 
(a)  Unemployed or long-term unemployed (annual averages, 
seasonally adjusted) as a percentage of the labour force. 
NB: UR =  unemployment rate;  LTUR =  long-term  unemploy-
ment rate.  The  UR and  LTUR  differ slightly from  those 
based on the CLFS (see Figures 4.1  and 4.2) because of 
different measurement. 
Source: Eurostat (Newcronos data). 
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NB: Sorted by upper secondary. 
Source: Bollens, 2000 (based on  Eurostat: Community labour force survey 1997). 
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Again, Greece and Portugal, but also  Spain, are 
exceptions: in these countries the LTU rate for peo-
ple with upper secondary level is higher than that 
for the low skilled. 
These  aspects  will  be  discussed  further  in  the 
framework  of the rival theories of state depend-
ence versus heterogeneity (sub-section 4.1.2). 
One reason for  the high  level  of long-term 
unemployment  is  that  inflows  into  unem-
-- ployment  change  little,  but  that  outflows 
from  unemployment drop substantially over 
time.  In other words, an increase  in unem-
: ployment rates, and in particular in long-term 
unemployment rates, cannot be attributed to 
':  an increased probability of losing a job. It is 
; the  decreased  probability  of finding  one, 
once  unemployed,  that  is  the driving  force 
for EU unemployment growth (Bean, 1994; 
::  Layard et al., 1991). The reverse is true for 
, declining unemployment. 
This  can be demonstrated by  a 'dynamic' meas-
urement of unemployment, i.e. by  looking at the 
status  of  people  over  time.  The  Community 
labour force  survey provides a first indication of 
those  movements  (e.g.  exits  out  of unemploy-
ment),  although  for  a  limited  period  (1994-95; 
Eurostat & Marlier, 1999). 
Of the total declared to  be unemployed in  1994, 
52% still were unemployed one year later, 30% had 
found a job and  18% became economically inac-
tive.  Women  transfer  more  often  to  inactivity 
(23%) than men (14%), who find a job to a greater 
extent than women. However, there are significant 
differences  between  countries.  Remaining  in 
unemplomyment for one year and more is above 
the EU average in Belgium, Ireland and France, 
and clearly below in Greece, Portugal and the UK 
(Table 4.10). 
4.1 .1 .3. Some stylised facts 
Although  the  patterns  of unemployment are  not 
identical across EU countries and statistical data 
contain some flaws,  we  can draw  some  stylised 
and  mostly  well-known  facts  from  the  figures 
presented above (Bollens, 2000). 
•  Over  time,  unemployment  rates  reached  a 
dramatic level in the EU but are on the decline in 
recent years. 
•  Unemployment  appears  to  be  persistent,  i.e. 
once  the  unemployment rate  has  risen,  it has  a 
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Male  34  52  14 
Female  25  52  23 
Total  30  52  18 
UK  38  45  17 
OK  35  48  17 
p  34  45  21 
EL  34  41  25 
L  (33)  (50)  (17) 
0  32  50  18 
E  31  52  17 
IRL  30  62  8 
F  29  60  11 
24  51  25 
NL  24  51  24 
8  16  71  13 
(a)  Percent of the unemployed in  1994. 
(  ... )Small sample size. 
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NB: The  starting  point  is  the  number of unemployed  in  the 
year 1994. These are examined in terms of the employ-
ment status they occupy one year later, in  1995. 
Source: Eurostat &  Marlier, 1999, Table 3 (based on CLFS 1995). 
tendency to  remain at a higher level than before 
when economic situation recovers. 
•  Unemployment  rates  are  higher  for  lower 
skilled workers  than for  the higher skilled, even 
though the number and share of the lower skilled 
shrinks over time. 
•  Long-term  unemployment remains  at  a high 
level,  although  LTU  rates  gradually  decreased 
over the past decade. 
•  Broken down by  skill levels, LTU  reveals  a 
pattern similar to total unemployment. However, 
cross-section data on LTU are biased in that they 
do  not indicate completed periods of unemploy-
ment. 
•  A considerable proportion of the unemployed 
becomes inactive and  thus  reinforce the  'hidden 
labour force' (see also Figure 4.1  and Table 4.3). -------------Skill  mismatch in the labour market 
4.1.2. Explaining and measuring 
unemployment and skill mismatch35 
There are two major theories that try  to  explain 
the  perseverance  of  unemployment  and  mis-
matches on the labour market: 
(a)  the  approach  of equilibrium  unemployment, 
enriched with a hysteresis component, and 
(b)  structural unemployment and skill mismatch 
theories. 
The equilibrium approach suggests that it is unem-
ployment itself which explains its persistence. The 
longer they remain unemployed, the more people 
become  unemployable  and  employers  regard 
unemployment as a negative signal for productiv-
ity.  The  structural  approach  proceeds  from  the 
assumption  of heterogeneity of individuals  (e.g. 
different  qualifications,  abilities,  age,  sex,  etc.) 
which exists before their entry into unemployment. 
In this case, the skill composition of labour supply 
does not correspond to labour demand. 
, Policies based on these theories are different. 
: The equilibrium approach calls for active or 
· compensatory  labour  market  policies  to 
bring  people  back  to  work.  Overcoming 
·:  structural unemployment, however, requires 
· preventive  education,  training  and  social 
. policy measures to improve skills and social 
integration. 
4.1.2 .l.Natural and equilibrium unemployment 
During the 1960s and early 1970s, economic poli-
cies were largely founded on the inverse relation 
between  inflation  and  unemployment,  as 
expressed in the 'Phillips curve' . Friedman ( 1968, 
quoted by Cross,  1995)  and  Phelps  (1972)  con-
cluded that this trade-off could not be  generally 
true. Instead, they put forward the 'natural rate of 
unemployment' which is  a long-term equilibrium 
rate  of  unemployment.  Actual  unemployment 
rates may vary (e.g. due to  fiscal  and other poli-
cies) but not the equilibrium rate. 
During the  1970s, macroeconomic developments 
coincided with the prediction of the natural unem-
35  The following sub-sections of  Chapter 4.2 are mainly based 
on the paper of J. Boll  ens, 2000: 'Unemployment and skills 
from a dynamic perspective'. Contribution to: Descy & Tes-
saring, eds. Training in  Europe. Second report on  voca-
tional training research in Europe 2000: background report. 
Luxembourg: EUR-OP, Vol. 2 (published 2001). 
ployment  rate  hypothesis:  nstng  inflation  rates 
went together with high unemployment, in partic-
ular induced by the energy crisis in  1973. In the 
1980s,  however,  disinflationary  policies,  espe-
cially in Europe, coupled with  a tight  monetary 
policy and a major fiscal contraction, resulted in a 
further rise of European unemployment. 
After inflation had been stabilised and the  other 
factors  that had propelled unemployment growth 
had  largely  disappeared  in  the  mid-eighties,  a 
substantial  decrease  of  unemployment  was 
expected. This did not occur and gave rise to the 
suggestion that not only the actual unemployment 
rate,  but  also  the  equilibrium  rate  had  risen 
sharply. 
4.1 .2 .2. Persistence of  unemployment and state 
dependence 
One explanation was  that the equilibrium rate of 
unemployment 'depends [  ...  ] also on the history 
of unemployment' (Bean, 1994, p. 603). The phe-
nomenon  that,  once  unemployment has  risen, it 
has  a tendency to  remain  at  this  higher level  is 
called 'hysteresis'. Hysteresis is at the same time 
the consequence of past and the reason for future 
unemployment (Box 4.9).36 
Box 4.9: Hysteresis 
Hysteresis  is  derived  from  the  ancient  Greek 
uaTepew, meaning to come later, and was first used 
in physics. 
In  economics,  according  to  Amable  et  a/.  (1995), 
'the  equilibrium  unemployment  rate  no  longer 
returns  to  the  status  quo  ante  once  a  temporary 
shock  is  reversed,  but  instead  displays  persever-
ance.  This  means that the  new  equilibrium  will  not 
be  the  same  as  the  old,  but will  remain  displaced' 
(which  cannot  be  reconciled  with  the  natural  rate 
hypothesis).  Moreover,  'the  equilibrium  rate  of 
unemployment  retains  a selective  memory  of past 
shocks:  neither it forgets all  past shocks,  as  in  the 
natural  rate  hypothesis,  nor  does  it,  like  the  ele-
phant,  remember all  past shocks'. 
This implies that shocks (e.g.  oil crisis,  major policy 
interventions,  etc.)  'can,  by  way  of  the  selective 
memory  process,  shape  the  equilibrium  path  for 
unemployment'. This,  again,  contradicts the  natural 
rate hypothesis. 
Source: Bollens, 2000, Section 3.1 .1. 
36 Several reasons  were  put forward  for  the  emergence  of 
persistent  unemployment,  e.g.  insider-outsider  models 
(and hiring and firing costs), specific characteristics of the 
outsiders  (unemployed  people)  and capital  shortage  (for 
an overview see Bollens, 2000). 
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Of course, it is hardly imaginable that 'unemploy-
ment' as an abstract phenomenon has a 'selective 
memory'.  What  lie  behind  this  notion,  are 
changes  in  the  employability  of the  long-term 
unemployed  ('outsiders')  because  of their  long 
stay outside work. In this context, Layard, Nickell 
& Jackman (1991) introduce the 'Non Accelerat-
ing-Inflation  Rate  of Unemployment'  (NAIRU) 
which can be of long-term and short-term nature. 
They argue that the long-run NAIRU is equal to 
the natural unemployment rate whereas the short-
term  NAIRU  is  consistent  with  stable  inflation 
and an increase of actual unemployment. There is 
no long-term hysteresis, however, but uniquely a 
long-term NAIRU .37  In the  end, the  unemploy-
ment rate always reverts. 
'  The mechanism is as follows. An increase in 
; unemployment after some time also leads to 
an increase of long-term unemployment. The 
long-term unemployed increasingly become 
unemployable and no  longer exert a  down-
, ward pressure  on wages.38  The equilibrium 
· rate of unemployment, which is determined 
: by wage-setting and price~setting, will there-
fore  be higher, the higher the proportion of 
(unemployable) long-term unemployed. This 
may  also  be  in  the  interest  of  'insiders' 
(employees)  and  trade  unions39  since  their 
.. · bargaining power in requesting higher wages 
~·  will be more favourable. 
What is generally called 'hysteresis' in economic 
usage, therefore, is  a form of persistence of devi-
ation  from  the  natural  equilibrium  path.  From 
now on, we will avoid usage of the term 'hystere-
sis', and will speak about 'persistence' instead. 
Models of the  dynamic behaviour of unemploy-
ment and its  persistence are seldom able to  dis-
criminate between the different causes and mech-
anisms of the persistence of unemployment, and 
are  thus  not always helpful to  policy makers. A 
37  The  OECD  regularly  calculates  NAIRU  rates  in  their 
'Employment outlook' publications. 
38  The  assumption  is  that  'effective'  unemployed  people 
reduce their job demands and their reservation wage and 
thus  exert  a  downward  pressure  on  wages.  This  is  no 
longer the  case  if unemployed  persons  become  'unem-
ployable'. 
39 There is  a long debate on whether trade unions represent 
only employees  or the  unemployed as  well. This  aspect 
plays, for  example, a role  in  wage  negotiations  when  a 
lower wage increase is  accepted in favour of the creation 
of additional jobs for the unemployed. 
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collection of papers from the International Mone-
tary Fund (Henry & Snower, 1996) concludes that 
there is a large variation in the degree of persist-
ence between European countries. Their results40 
for  France, West  Germany, Italy,  Spain and the 
UK suggest that these countries exhibit a substan-
tial degree of unemployment persistence. For the 
US,  however,  the  hysteresis  or  persistence 
hypothesis is rejected. 
The  persistence  of unemployment,  as  seen  by 
Layard, Nickell & Jackman (1991), is, to a large 
extent, due to the  existence of long-term unem-
ployment. Long-term unemployment occurs if the 
exits  out  of unemployment  are  lower  than  the 
inflows into unemployment. If  the probability of 
leaving unemployment (measured by the hazard 
rate; see Box 4.10) reduces with increased period 
of unemployment, the duration of unemployment 
will increase. 
Box  4.10:  Exit  rates,  hazard  rates  and  state 
dependence 
Outflows out of unemployment are measured by exit 
rates.  An  exit rate  denotes the  ratio  of the  number 
of  unemployed  leaving  unemployment  during  a 
given  period  to  the  number  of unemployed  at  the 
beginning  of this  period  (see for an  example Table 
4.10). 
If the  period  (normally  one  year  or  one  month)  is 
made  infinitesimally small,  the  exit rate  is  called  a 
hazard rate and  denotes the probability of leaving a 
particular  state  (unemployment)  at  a  certain  point 
within  a  period.  If the  hazard  rates  are  constant, 
someone  who  is  long-term  unemployed  has  the 
same probability of leaving unemployment as some-
one who  has only been  in  unemployment for some 
weeks. 
When the hazard is not constant, we speak of dura-
tion  dependence  or state  dependence.  A negative 
duration  or state  dependence  occurs  when  hazard 
rates  decrease  with  the  length  of  time  spent  in 
unemployment: the probability of leaving unemploy-
ment  becomes  smaller,  the  longer  someone 
remains unemployed. 
In this case it is claimed that the duration of unem-
ployment  itself  has,  in  some  sense,  an  autono-
mous  impact  on  the  exit  probability  - over  and 
above  individual  characteristics  (such  as  age, 
gender,  educational  attainment,  work  experience, 
ethnicity,  etc.):  the  unemployed  gradually become 
'unemployable'. 
Source:  Bollens, 2000. 
40  The  authors  use  structural  VAR  (vector  autoregression) 
models to simultaneously simulate the dynamic behaviour 
of (un)employment, labour force and wage formation. ---------------
A  negative  state  dependence  implies  that 
· something  happens  or changes  during  the 
· period  of  unemployment,  either  because 
.:  unemployed  persons  themselves  change, or 
: because they are perceived to have changed. 
· There is an unresolved debate on the  ques-
tion whether state dependence dominates or 
whether observed differences in hazard rates 
are accounted for by personal characteristics 
(heterogeneity such as educational level, gen-
der,  etc.)  that  were  already  present  at  the 
beginning of the unemployment spell. 
Several aspects are brought forward by the adherents 
of  negative state dependence. Examples of  these are: 
•  discouragement  and  demotivation  of  the 
unemployed,  which  can  lead to  habituation  and 
resignation and thus to  a reduction of job search 
activity; 
•  loss or erosion of  acquired skills (formal and 
non-formal skills) or obsolescence of skills which 
are outdated and no longer used; 
•  negative  impacts  of unemployment on work 
attitudes  and  discipline  (e.g.  keeping  appoint-
ments, concentration on work, social integration, 
etc.).  Because  this  process  usually  becomes 
apparent after someone is hired, indirectly, poten-
tial  employers  may  associate  long-term  unem-
ployment with loss of work attitude. 
•  This  last  argument  can  be  generalised  as  a 
loss of  reputation. Because an employer normally 
has limited information about the productivity of 
a candidate for a job ('asymmetric information'), 
he  may  rank job applicants  by their  unemploy-
ment duration. In this  case, the  hazard rate  will 
decrease with duration even if the former expla-
nations have no or little significance. Ranking the 
unemployed  by  their  employability  can  easily 
become a self-fulfilling prophecy. 
Concerning unemployment rates of different skill 
levels- i.e. the aspect of heterogeneity-, Layard, 
Nickell &  Jackman (1991) observe that the lower 
skilled  are  more  likely  to  become  unemployed 
than higher  skilled  groups, but that their unem-
ployment  duration  is  not  significantly  longer.41 
41  This empirical evidence produced by these authors relates 
only to the US  and UK labour markets which are hardly 
comparable with continental European economies. It con-
tradicts empirical observations for almost all EU countries 
(cf. Figure 4.10) which indicate a significant inverse rela-
tionship between skill level and duration of  unemployment. 
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Therefore, the higher unemployment rates of the 
lower skilled are  primarily due to higher inflow 
rates and not to  a longer average duration (ibid., 
pp. 44-45). The authors acknowledge the impor-
tance of skill mismatch, but argue that skill (and 
other)  mismatches  are  not  a  new  phenomenon. 
Therefore, in their opinion, skill mismatch cannot 
be held responsible for the observed changes in 
unemployment. 
..  What has changed over the past decades, is 
· the  emergence of long-term  unemployment 
··  (Bollens, 2000) which applies to almost 50% 
· of all  unemployed (Figure 4.1). The policy 
implications thus focus on the prevention of 
long-term  unemployment  and  the  reactiva-
i  tion of the (long-term) unemployed. 
: If  long-term unemployment leads to discour-
agement  and habituation, loss  of skills  and 
·•·  worker attitudes, it is  important to act pre-
ventively  by  creating, for example, tempo-
rary  work  experience  and  recruitment  sub-
sidy  programmes  to  prevent  the  disenfran-
·.  chising  processes.  The  long-term  unem-
. ployed can be reactivated by work in social 
';  enterprises  (see  Part  3, Section  4.4  in this 
:.  report)  and/or  training  programmes  that 
upgrade lost or outdated skills, and reestab-
; lish work attitudes. Mandatory participation42 
can be a solution for problems of habituation, 
while job-search programmes can be a rem-
edy for discouragement (Cockx, 1998). 
These policies  were  also  strongly recommended 
by the EU Luxembourg Summit in 1997. 
However, as was shown in Figure 4.10, long-term 
unemployment in Europe is clearly inverse to the 
level  of  educational  achievement,  thus  calling 
equally  for  policies  of training,  retraining  and 
continuing  training,  particularly  of  the  lower 
skilled. 
4.1 .2 .3. Structural unemployment and 
heterogeneity of  skills 
Hypotheses of persistence and state dependence, 
as  outlined  above,  assume  long  -lasting  conse-
quences  on  unemployment,  but  the  underlying 
equilibrium unemployment is  not affected. Once 
active  labour  market  measures  are  successful, 
these policies are no longer needed. 
42  For  an  analysis  of the  'workfare·  rationale  (mandatory 
participation) see Part 5, Chapter 3.2.3.5 in this report. 
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A rival view states that during the past decades the 
equilibrium  unemployment  rate  has  increased. 
This view is based on the observation that there has 
been a dramatic deterioration of the labour market 
position of the low skilled. In Europe, the demand 
shift  away from  the  low  skilled reveals  itself in 
growing structural unemployment whereas in the 
US  labour market, where wage rigidity is  lower, 
the demand shift has led to a decline in the relative 
wages  of the  low  skilled and  thus  in  increasing 
wage inequality (OECD jobs study, 1994). 
Werner  (1998)  claims  that  both  downward  and 
upward wage disparity in the US  and the UK is 
far  greater  than  in  other  EU  countries  and  has 
even increased in the course of time: the numbers 
of both low  earners  and high earners  has  risen. 
This  contradicts  statements  that  the  'American 
job miracle' was achieved merely by an  increase 
in 'bad jobs'. However, growing wage disparities 
also point to the reverse of the medal, an increas-
ing number of the  'working poor' who, because 
of incomplete  social  security  systems,  have  to 
accept any kind of work, even very low paid jobs. 
Given the downward rigid wages in Europe, 
long-term unemployment has reached a high 
level of around 50% of all unemployed. LTU 
may persist because the unemployed do not 
possess the skills demanded, but not, or not 
necessarily, because they become disenfran-
chised. It is not the negative duration depend-
. ence  in the  exit rates  from  unemployment, 
•.  but  heterogeneity  of  the  unemployed  that 
· leads to high levels of LTU (Krugman, 1994; 
. Dreze & Sneessens, 1997). 
It is difficult to obtain figures that are comparable 
over time. Nickell & Bell (1996) relate the unem-
ployment rates of lower and higher skilled people 
for  the  period  1971-93.  These  figures  indicate 
indeed  a  deterioration  for  the  lower  skilled, 
although a reverse process has taken place in some 
countries  more  recently  (for  further  details  and 
results see Bollens, 2000, section 3.2.1, Table 4). It 
remains open to debate whether this new tendency 
is due to an amelioration of  the position of  the lower 
skilled or to an above average deterioration of the 
employment situation of higher skilled people. 
Some more recent results confirm that unemploy-
ment risk is unevenly distributed along educational 
levels. This can be illustrated more clearly by the 
ratios of the unemployment rates (Figure 4.11) of 
lower compared with medium skilled people (left 
side) and of medium compared with higher skilled 
people (right side), both for 1995 and 1997. 
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The ratios in Figure 4.11  (for the total unemploy-
ment rate) reveal several patterns: 
•  in all European countries, except Greece and 
Portugal  for  ratio  1,  the  ratios  are  >  1,  i.e.  the 
unemployment rates of the lower exceed those of 
the  respective  higher  educational  level.  In 
Greece, the unemployment rate of lower skilled 
falls  below  that  of the  medium  level  (ratio  1= 
0.7); in Portugal the unemployment ratio 1 is just 
below 1.0; 
•  in Belgium, Austria, Denmark, Germany, the 
Netherlands  and,  above  all,  Ireland the  distance 
between the unemployment of lower and medium 
skilled  people  (ratio  1)  is  above  average.  Con-
cerning ratio 2, people with higher skills have sig-
nificant labour market advantages compared with 
medium skilled people in Portugal, Sweden, Bel-
gium and, in 1997, in Finland; 
•  the  distances  between  the  different  unem-
ployment  levels  have  increased  between  1995 
and 199743 in several European countries, in par-
ticular in  Belgium and Austria (ratio  1),  and in 
Italy,  Denmark,  Greece,  Finland,  Portugal  and 
Sweden for ratio 2. The latter is the more remark-
able  since the  expansion of higher education in 
Europe is  often expected to reinforce unemploy-
ment among the highly skilled. This can be seen 
as  a  certain  confirmation  of the  heterogeneity 
hypothesis  by  Nickell  &  Bell,  1996, mentioned 
above. Some countries show no or minor changes 
in  this  period;  others  display  a  significant 
increase of ratio 2. 
A similar calculation of the  ratios  for  the  long-
term  unemployed by  level of educational attain-
ment  199744  (Figure 4.12)  displays  in general  a 
comparable,  although  much  more  scattered pic-
ture.  Apart  from  Greece,  Portugal  and  Spain 
where  the  unemployment rates  of lower  skilled 
people are below or equal to those of people with 
upper secondary education, in the majority of EU 
countries, ratio 2 (medium/higher level) is higher 
than  ratio  1  (lower/medium  level).  This  means 
that the labour market favours medium qualifica-
tions more than lower qualifications, but is even 
more  favourable  for  highly  skilled  people.  The 
largest differences between both ratios are found 
in Portugal, Greece, Ireland, Finland and the UK; 
almost equal ratios  are  found  in  Italy, Germany 
and France. 
43  For Germany, data were only available for 1996. 
44  Data for previous years were not available. -------------------------------------------Skill  mismatch in the labour market 
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The unemployment ratio is the quotient of the unem-
ployment rates of respective lower to the respective 
higher qualification.  In  Figure  4.11,  for  instance,  a 
ratio of 0.7 (Greece, ratio 1 in  1997) means that the 
unemployment rate of people with  primary or lower 
secondary educational  level  (6.4%)  falls  below the 
unemployment rate of people with  upper secondary 
level  (8.6%)  by the factor 0.7.  A ratio  of 2.5  (Swe-
den,  ratio 2 in  1997) means that the unemployment 
rate  of  the  upper  secondary  educational  level 
(10.1%)  exceeds that on  of the  higher educational 
level (4.1%) by 2.5. 
--~:-__ - --
,"''',  ~:::r:...:_::' 
4.1 .2 .4. Explaining heterogeneity 
Returning  to  the  discussion  on  the  reasons  for 
lonf-term  unemployment  - state  dependence  or 
heterogeneity- these results indicate that the het-
erogeneity of the unemployed or structural distor-
tions is a not negligible reason for the persistence 
of unemployment.  In particular it  is  the  shift in 
demand against the low skilled which is generally 
observable in all industrial countries. 
Three  explanations  of this  demand shift  are  put 
forward (Dreze &  Sneessens, 1997; see also Part 
5, Chapter 3.3.2 in this report): 
Distributive trades  11.3 
Hotels, restaurants  7.2 
Transport, communication  12.1 
Financial services  25.9 
Total  business services  3~.8 
Real estate  22.8 
Renting  16.2 
Computer activities  52.3 
R&D  63.4 
Other business activities  36.8 
Public administration  26.0 
Education  62.1 
Health, social work  36.4 
Other community, social and 
personal services  22.7 
Extra-territorial organisations  39.9 
Total economy  19.8 
Source:  European  Commission,  1999d,  Table  3.8  (based  on 
the Community labour force survey 1997). 
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(a)  skill-biased  technological  change:  higher 
skilled people are  expected to  adapt more easily 
to new technologies and thus are in high demand. 
Moreover,  new  technologies  replace  repetitive 
work  traditionally  performed  by  lower  skilled 
workers; 
(b)  deindustrialisation: The structural shift from 
industrial sectors to service sectors leads to losses 
of low-skilled jobs and to a growing employment 
of the  higher  skilled  (see  Table  4.11).  Despite 
decreasing  job  numbers,  industrial  sectors  also 
display a growing share of highly skilled workers 
(OECD, 1996h; Gramling et al., 1998); 
(c)  competition from low-wage countries-accel-
erated after the opening of  Eastern Europe-can be 
seen as  an increased supply potential of less edu-
cated workers.45 
45  We should note that Eastern European populations have a 
relatively high level of qualification (see Table 6.2 in Part 
6). However, due to economic problems in their countries, 
there  is  a  high  acceptance  of low-skilled  and  low-paid 
jobs, too - thus referring to  the  aspects of overqualifica-
tion as discussed in Chapter 4.2 below. See also the TSER 
project  'Globalisation and social exclusion' (summarised 
in Box 3.3. in Part 3). This project investigates how firms 
and industries in Europe have responded and adjusted to 
increased competition from low wage countries. 
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Box 4.11:  TSER project 'New forms of employ-
ment and working time in the service economy' 
The objective of the project is to analyse the effects 
of new forms of employment and working time in the 
service sector and  service activities on the opportu-
nities for a  redistribution  of work  likely  to  promote 
employment. 
Its quantitative parts include the analysis of data relat-
ing to the diffusion of new employment and working 
time forms in  the individual service industries.  Data 
analysis will also include individual working time pref-
erences, broken down by employee category, family 
structure, income, etc., as far as possible. 
The  qualitative  parts  identify  basic  industry- and 
activity-specific  reasons  for the  emergence  of cer-
tain  new forms  of employment and  working  time  in 
selected service industries and  activities. 
Coordinator:  G.  Bosch,  /nstitut Arbeit und  Technik, 
Abteilung Arbeitsmarkt, Mannheim, Germany. 
E-mail: bosch@iatge.de. 
Debates continue as to the relative importance of 
these effects and to their quantitative assessment 
(for a discussion cf. Bollens, 2000). The increase 
of employment in  service  sectors  also favoured 
low-skilled  white-collar  workers  in  addition  to 
the  creation  of  highly  skilled  jobs.  However, ---·-·-··----·------·---·----------.. -·-··---·---·----·----Skill mismatch in the labour market 
empirical evidence shows a continuing decrease 
in  the  proportion  of  low  skilled  workers  in 
almost all western economies in the longer term. 
Thus, skill-biased technological change is  given 
the  highest  weight  to  structural  change.  A 
number  of empirical  studies  support  this  argu-
ment  (e.g.  Machin  &  Van  Reenen,  199846;  for 
additional  research  findings  cf.  Bollens,  2000). 
However, empirical evidence is  still limited and 
the  impact of technological  change on  skills  is 
still disputed. 
4.1.2.5.Measuring mismatch in  labour markets 
Mismatch in labour markets refers to  a situation 
where  vacancies  remain  unfilled  or where  high 
unemployment exists  in certain regions, sectors, 
skills, occupations or among certain groups (e.g. 
age groups, gender) -where both, shortages and 
unemployment coincide. However, the definition 
of 'mismatch' is rather loose. A growing consen-
sus  suggests  that  'mismatch' denotes  structural, 
long-term  imbalances  and  not  frictional  unem-
ployment  induced  by  job  search  or  labour 
turnover (see also Table 4.7). 
Different  forms  of  mismatch  can  be  distin-
guished, such as: 
•  skill  mismatch,  which  implies  that  the  skill 
requirements  of jobs  do  not  correspond  to  the 
skills of workers; 
•  regional or geographic mismatch, which indi-
cates  that there  are  simultaneously regions  with 
high unemployment and regions with tight labour 
markets; 
•  industrial, sectoral or occupational mismatch, 
which refers  to  similar situations in certain seg-
ments within the labour market. 
The measurement of mismatch - we will focus on 
skill mismatch - is problematic in many respects 
(see Bollens, 2000, for more details). 
The  comparison  of  unemployment  rates  and 
vacancy rates as in the Beveridge curve (Box 4.12) 
faces the problem that firms have little incentive to 
notify their vacancies when unemployment is high. 
Moreover, in many countries firms are not obliged 
to  have  their  vacancies  registered  by  public 
employment services.  Press  advertisements, too, 
are not representative in many respects. A suitable 
source  would  be  regular  surveys  of vacancies; 
46  The authors find a strong relationship between technical 
change  and  the  increasing  relative  demand  for  skilled 
workers in Europe (DK, F, D, S, UK), the US and Japan. 
however, these are rather costly and  only a few 
countries  have  conducted  such  work  (e.g.  the 
Netherlands, Germany, Belgium). 
Vacancy  surveys  should  be  complemented  by 
information  on  how  the  vacancies  were  filled 
afterwards.  The  Belgian  survey  of 1997  shows, 
for example, that although 42%  of a representa-
tive  sample  of vacancies  required  only  a  lower 
secondary degree, 67% of these were eventually 
filled by workers holding higher degrees (Denolf 
& Denys, 1998). Similar findings are reported in 
the frame of the BIBB project 'Early recognition 
of skill  demand', concerning  the  evaluation  of 
vacancy advertisements (see Box 4.16 below). 
Box 4.12: The Beveridge curve 
The  Beveridge  curve  displays  the  relationship 
between  the  ratio  of  job  seekers  (unemployment 
rate)  and  of vacant jobs  (vacancy  rate).  This  rela-
tionship is assumed to be inverse, i.e. an increase in 
the  number of vacancies will  ceteris paribus reduce 
the  number of unemployed and  vice versa  (OECD, 
1993b; Calmfors, 1994; Van  Der Linden,  1997). 
The  Beveridge curve can  be seen  as  a measure of 
the  efficiency of the matching  process in  the  labour 
market  (Franz,  1996;  Calmfors,  1994).  The 
observed  evolutions  - high  unemployment  rates, 
persistence,  simultaneously  high  unemployment 
and  high  vacancy rates  - imply over time  that the 
curve  has  shifted  outwards  and  the  matching 
process  in  the labour market has  become less and 
less efficient. 
Another measure does without vacancies but cal-
culates the  dispersion of specific unemployment 
rates for a category (e.g. qualification) compared 
with the aggregate unemployment rate (Jackman, 
Layard  &  Savouri,  1991).  This  measure  of the 
variance of unemployment rates may reveal valu-
able  information  on  structural  discrepancies 
within  the  labour market.  However, critics  sug-
gest that, if absolute unemployment numbers are 
increasing,  the  measure  of  mismatch  tends  to 
decline without any changes in the relative struc-
ture of sectors, skills, etc. (Entorf, 1998). 
All measures mentioned above are affected by the 
fact that the results crucially depend on the classi-
fication and aggregation used (and, of course, on 
the quality of data). If  the category, e.g. vacancies 
or unemployment data by skills, is too fine, mis-
matches may be exaggerated. The reason is  that 
skills normally do not prepare for one specific job 
only; on the other hand, vacant jobs may be filled 
alternatively with different skills. If  the categories 
are too coarse, mismatch will be understated. 
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With regard to skills, heterogeneity has risen over 
time - irrespective of the  question whether it is 
qualifications that are traded on the labour market 
or rather competences, including formal and non-
formal skills (cf. above, Section 3.2). One reason 
is that skill measures most often have to rely on 
formal qualification categories. Taking these as a 
proxy for skills, obviously neglects both on and 
off-the-job training, work experience and thus the 
whole  set  of competences  acquired  within  and 
outside work. 
Moreover,  the  measures  of mismatch  presented 
above  conceive  mismatch  as  a  one-dimensional 
problem.  However,  mismatch  is  multi-dimen-
sional  comprising  a  mixture  of skill,  regional, 
sectoral and other mismatch phenomena. If  these 
aspects  are  not included in  analyses, the  results 
remain  subject  to  misinterpretations  (Entorf, 
1998; Sneessens et al., 1997). 
In a policy context, a situation of increased 
skill mismatch probably will not be perma-
nently solved by the classical measures of 
active  labour  market  policy  (Bollens, 
2000). Temporary work experience, recruit-
ment  subsidy  programmes  and  a  general 
lowering of the costs of the low skilled may 
be of little help. As skill mismatch is prima-
rily a problem of low skills, there has to be 
some  scope  to  remedy  the  skill  problem 
through  training  and  education,  and,  in 
general, by raising the skill level of popula-
tions.  However, the upgrading of the skill 
level  of  the  lower  skilled  can  only  be 
brought  about  by  programmes  that  are 
sufficiently long and are recognised in the 
labour market. 
4.1 .2 .6. Theories and reality 
Which of the rival theories- skill mismatch due 
to  individual  heterogeneity  or  persistence  of 
unemployment duration due to  state dependence 
-is more in line with reality is largely an empir-
ical  matter.  Empirical  proof  will  not  be  easy 
because, even on a theoretical level, there is no 
consensus as to how mismatch could be defined, 
let alone  measured. Hazard rates  could give an 
indication  of  which  theory  is  dominant  for  a 
given  country.  If negative  state  dependence  is 
absent or negligible, this  will  be a  strong  argu-
ment  against  the  disenfranchised  workers 
hypothesis and favour the heterogeneity hypoth-
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esis. If one observes  negative  state dependence 
however, both hypotheses (or a mixture) become 
possible. 
Hazard  rates,  in  principle,  require  longitudinal 
data on the course of unemployment of individu-
als  over time. Cross-section data will systemati-
cally underestimate the duration of time spent in 
unemployment since they provide no information 
on when unemployment is  terminated.  Unfortu-
nately, longitudinal data on entries into and exits 
out  of unemployment  are  not  available  in  the 
majority  of  European  countries.  On  the  other 
hand,  the  Community  labour force  survey  con-
tains  some  retrospective  information  on  status 
changes  between  two  years  (see  for  example 
Table 4.10) and thus represents a valuable source 
for  respective  analyses.  From a  policy  point of 
view, this information should be used much more 
to shape appropriate measures. 
Even in a case of pure heterogeneity (without 
state dependence), job competition processes 
,  might  occur.  In  a  situation  of  increased 
unemployment,  higher  skilled  people  can 
always descend on the skills-ladder by lower-
ing their reservation wage and displacing the 
lower skilled, while the latter soon reach the 
bottom. With a tightening of labour markets, 
the  position  of  the  lower  skilled  should 
improve again, at least if job competition is 
the  only  mechanism  in  operation.  In  this 
case, mismatch is not the preferred explana-
tion (Cockx, 1998). 
Thus, job competition cannot explain unemploy-
ment growth or persistence.  However, it  should 
not be excluded from  the  recent unemployment 
history of some countries. It is quite possible that 
these processes  have  aggravated the  position of 
the lower skilled, on top of the (joint) effects of 
skill mismatch and/or persistent long-term unem-
ployment. 
4.1.3. Empirical evidence 
The measurement of the effect of unemployment 
duration on the exits out of unemployment (haz-
ard rates) is seriously affected by unobserved het-
erogeneity  ('spurious  duration  dependence'). If 
certain characteristics of the unemployed are not 
included in hazard models, declining hazard rates 
may not correspond to reality. More recent appli-
cations thus attempt to model unobserved hetero-
geneity (Bollens, 2000). Box 4.13: Spurious duration dependence 
Bollens  (2000,  section  4.1.1)  illustrates  spurious 
duration dependence by an  example. 
Supposed  that there  are  only two groups  in  unem-
ployment:  higher  skilled  and  lower  skilled  people. 
Supposed further that the exit/hazard rates for these 
groups are constant over time, but are higher for the 
higher  skilled  than  for  the  lower skilled  people.  In 
this  case,  after some  time,  the  higher skilled  (with 
high exit rates) will  have increasingly left unemploy-
ment  status  and  unemployment  consists  increas-
ingly of lower skilled  people  (with  low exit rates).  If 
there  is  no  information  in  respect  to  skill  in  the 
unemployment data,  one  will  therefore,  wrongfully, 
be  inclined  to  infer that hazard  rates  are  declining, 
i.e. that there is negative duration dependence. 
These  problems  apply  to  all  analyses  which  omit 
characteristics which  have  an  impact on  the  proba-
bility  to  leave  the  unemployment  status  (e.g.  age, 
gender,  work  experience,  motivation,  non-formal 
skills).  If these  are  not controlled  for,  hazard  rates 
will  be misleading. 
4.1.3.1. State dependence versus heterogeneity 
Economic analyses of unemployment duration are 
mostly  based  on  job  search  theory  (Devine  & 
Cipher, 1991, 1993). If  job search is difficult, the 
unemployed person will reduce his/her demands 
e.g. by accepting a job and wage below the level 
of aspiration. Furthermore, it is often argued that 
the prevailing systems of unemployment compen-
sation and other transfers may interfere with such 
a search behaviour: if the distance between unem-
ployment and other benefits on the one hand, and 
wages  of a  low-level  job  on  the  other,  is  too 
small,  job  searchers  might  not  be  willing  to 
accept those jobs. This behaviour will  affect the 
probability to exit from unemployment.47 
In  a  comprehensive  literature  survey,  however, 
Atkinson & Micklewright (  1991) found little evi-
dence  of the  assumed  effects  of unemployment 
compensation on transitions out of unemployment 
at  that time.  More  recent research confirms  this 
observation to  some  extent (for an  overview  of 
recent studies cf. Bollens, 2000, section 4.1.2). 
I 
As  to  empirical  proof of state  dependence 
versu~  heterogeneity,  Meager  &  Evans 
(1998) conclude that more recent research for 
the  UK  (female), Portugal, the  US  (except 
47  For a criticism of this reasoning, based on empirical data, 
see Part 5, Chapter 3 .2. in this report. 
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white  males),  France  and  the  Netherlands 
suggests  a limited role of state dependence; 
'most  variation  in  observed  durations  of 
unemployment can be explained by  hetero-
geneity'  (ibid.,  p.  14).  Similar  results  are 
found  in  Swedish  and  Belgian  studies. 
Empirical evidence thus points towards het-
erogeneity; the  US  and the UK, at least for 
(white) males, are exceptions to this general 
observation. 
4.1.3.2. Unemployment and psycho-social 
condition 
Early  work  on the  impact of unemployment  on 
the psycho-social condition  of individuals dates 
back to the 1930s. In the past two decades a large 
body of research was devoted to this problem (for 
an  overview  see  Bollens,  2000,  Section  4.2), 
increasingly by using longitudinal studies. 
The loss of  a job will not only involve a deprivation 
of manifest functions such as earning a living, but 
also of the latent functions linked to employment. 
These are  losses of a time structure for personal 
life, of social contacts, of involvement in shared 
goals, of assignment of status and identity, and of 
enforcement of activity (Feather, 1990). 
In  addition,  becoming  unemployed  is  perceived 
as  uncontrollable. Loss  of control may  lead to  a 
sense  of helplessness, in  particular if individual 
efforts  to  reestablish  control  are  not  successful. 
As stated by De Witte (1993), the deterioration of 
psychological health may stabilise after a certain 
period of time. Many long-term unemployed will 
adapt to  their role and withdraw from the labour 
market  by  lowering  their  employment  commit-
ment and their job search activities. 
In this context it is important to refer to the situa-
tion  of the  unemployed in  a household  context. 
The  situation  may  be  rather  different  in  house-
holds  where  the  unemployed  is  the  only  bread-
winner from those households where one or more 
family members are  still in employment. From a 
European  perspective,  those  issues  can  be 
analysed in the framework of the European Com-
munity Household Panel (ECHP; Box 4.14). 
Bollens  (2000)  concludes:  upon  becoming 
' unemployed, individuals experience a serious 
deterioration  in  their  psychological  wellbe-
" ing, e.g. due to a deprivation of manifest and 
latent functions and/or due to a sense of help-
lessness. This results in a high level of stress 
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if it  becomes  clear  that  the  probability  of 
finding  another  job  is  low.  Many  of the 
unemployed therefore  will  become discour-
aged and demotivated. 
However, high stress levels  are  not sustain-
able for a long period of time. Therefore, as 
the  unemployment  spell  continues,  in  an 
attempt to reduce  cognitive  dissonance, the 
unemployed will adapt to the new situation, 
by changing their preferences. The long-term 
unemployed might withdraw from the labour 
market and lower their employment commit-
ment.  Job  search  will  be  substantially 
reduced.  Psychological  health  settles  on  a 
stable albeit lower level.48 
Box  4.14:  European  Community  household 
panel  (ECHP) 
The  ECHP  has  established  a user-databank which 
has  been  available  for  external  researchers  since 
1999.  This  is  possible  in  the  framework  of study 
contracts of Eurostat with  research  or other organi-
sations. 
Some examples for research issues are: 
•  low paid employment; 
i •  links  between  standard  of living,  social  policy 
1
- and labour market; 
...  precarious  employment,  unemployment  and 
social exclusion; 
1
1 
•  transitions from  education and  training to work-
ing life; 
i •  earnings disparities between men and women. 
I  More  information:  http://europa.int/eurostat.html  or 
1  contact directly E.  Marlier:  l  E-mail: eric.marlier@cec.eu.int. 
A large number of studies confirms that when the 
long-term unemployed individual finds a job, this 
will lead to a substantial improvement in psycho-
logical  wellbeing,  although  not  always  at  the 
same level as  before. This last observation could 
be due to the fact that the long-term unemployed 
often have to accept jobs below their skill level. 
In summary, empirical evidence during the  past 
20  years  on the psycho-social impacts of unem-
48  Some indications are found in Figure 4.1:  around 13% of 
non-active people are seeking a job. Vranken (2000) pres-
ents classifications of unemployed concerning their moti-
vation and willingness to seek a job (see also Chapter 3.2 
and Table 5.7 in Part 5 of this report). 
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ployment  sustain  the  hypothesis  that  long-term 
unemployment is  also  characterised by negative 
state  dependence.  The  long-term  unemployed 
will tend to lower their employment commitment 
and  will  reduce  their job  search  activity.  Non-
psychological research, however, as  done  in the 
US  and  UK  (Layard  et  al.,  1991),  found  that 
unemployment duration does  not seem to  affect 
the time  spent searching, but to  affect the effec-
tiveness  and  intensity  of job  search  (e.g.  less 
direct  contacts  with  employers  or  with  labour 
offices). 
4.1 .3 .3. Obsolescence and erosion of  skills 
In contradiction to the vast number of researchers 
and policy makers who take the loss and obsoles-
cence  of skills  during  long  unemployment  for 
granted, the number of empirical studies of these 
aspects  is  remarkably  scarce.  Mincer  (1991) 
assumes an  annual skill depreciation rate of 4%, 
however without a sound empirical background. 
Basically, three mechanisms can be distinguished 
that relate unemployment to the loss and acquisi-
tion of skills (Boll  ens, 2000, Section 4.3). 
First, unemployment may lead to a loss or erosion 
of acquired skills, primarily because they are no 
longer  practised.  Some  indications  can  be 
obtained  from  the  International  Adult  Literacy 
Survey (IALS, cf.  OECD,  1997). Literacy  skills 
correlate  with  educational  attainment  and  the 
labour force  status.  Thus  the  unemployed  score 
lower  on  literacy  skills  than  working  people. 
However,  a  crosscheck  with  educational  attain-
ment has not yet been reported. Moreover, since 
the  IALS  results  are  based on  cross-sections  of 
the  population  (i.e.  do  not  contain  longitudinal 
data), the direction of causality remains unclear: 
do the unemployed score lower on literacy due to 
their being unemployed, or are they unemployed 
because they  possess  less  literacy  skills  (among 
other things)? 
Secondly, unemployment may lead to the obsoles-
cence of acquired skills because skill requirements 
in the world of work have changed in the meantime 
(e.g. from the introduction of new technologies). 
Indirect  evidence  is  given  by  the  increasing 
importance  of  continuing  training,  on-the-job 
training and non-formal training for performance 
at work. This points to the increasing necessity of 
adapting to new skill requirements. Even if unem-
ployment  will  not  necessarily  bring  about  a 
decrease  in  acquired  skills,  unemployment  will 
tend  to  widen  the  skill  gap  in  relation  to  those 
remaining at work. Recent  trends  in  the  demand for  labour  suggest 
that,  due  to  rapid  technological  change,  voca-
tional skills are becoming obsolete at an increas-
ingly  faster  rate  (Blechinger  &  Pfeiffer,  2000; 
Machin,  1996;  Machin  &  Van  Reenen,  1998). 
This favours cognitive and more academic skills. 
Finally,  unemployment  may  temporarily  or per-
manently  reduce  the  individual's  potential  to 
learn and acquire new skills. 
According to social psychology, helplessness 
,:  may  reduce  the  motivation  to  acquire  new 
skills, and possibly diminishes cognitive effi-
ciency. Unemployed people may find it more 
: difficult to learn, even if they are motivated. 
~  Helpless people are reported not to memory 
: scan as  rapidly as  people who are not help-
: less (Darity & Goldsmith, 1993) and tend to 
solve  fewer  tasks,  e.g.  due  to  their  higher 
: stress level. This suggests that training pro-
~  grammes  for  the  long-term  unemployed 
should benefit from psychological support. 
4.1 .3 .4. Recruitment behaviour 
As  mentioned  several  times  above,  employers 
may  use  unemployment duration as  a (negative) 
signal for productivity. In that case LTU leads to 
a loss of reputation and to stigmatisation. 
This behaviour is broadly confirmed by employer 
surveys. Meager & Evans (1998) give an overview 
of several studies made for the UK, Norway, Ire-
land  and  France  which  confirm this  hypothesis. 
The same is true for studies for Flanders/Belgium 
(Lamberts, 1993) and for Austria (Winter-Ebmer, 
1991). This kind of  behaviour strongly supports the 
presence of state dependence. 
' From a policy point of view it is important to 
know whether this behaviour is based on an 
objective evaluation by employers, e.g. based 
on previous experience, or on a more subjec-
tive  or  even  prejudiced  appraisal  of  the 
, employability of the long-term unemployed 
in  general.  In  the  latter  case,  information 
campaigns  to  unmask  received  wisdom 
, might remedy the problem somewhat.49 The 
49  An example is the information campaign emphasising the 
(empirically  proved)  vocational  skills  and  work  experi-
ence of older and long-term unemployed workers by the 
German Federal Employment Services in recent years. 
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former  case  calls  for  a  different  approach, 
e.g. policies  to  remedy  loss  of skills, work 
attitudes and the like. 
4.1 .3 .5. Evidence of  skill mismatch 
Due  to  different  measures,  sometimes  based  on 
different  theoretical  underpinnings,  empirical 
evaluations  of skill  mismatch  do  vary.  Bollens 
(2000, Section 4.5) gives an  overview of anum-
ber of research studies carried out in the 1990s. 
•  Layard, Nickell & Jackman (1991) and subse-
quent  research  studies  observe  substantial  mis-
match in a variety of countries (occupational, sec-
toral, industrial and age mismatch). For example, 
the  combined  sources  of mismatch  can  be  held 
responsible  for  raising  Britain's  unemployment 
by some 40% above what it would have been oth-
erwise. However, they do not detect a trend evo-
lution and conclude that increased unemployment 
cannot be attributed to an increased mismatch. 
•  Sneessens  &  Shadman-Metha  (1995), 
Sneessens  (1995a)  and  Sneessens  et al.  (1997) 
observe  a  significant  mismatch  increase  for 
France in recent decades, most of which is attrib-
uted  to  skill  mismatch.  Skill  and  regional  mis-
matches  explain  around  7  5%  of the  increase  in 
unemployment until 1990. 
•  For the US and the UK,Manacorda&Manning 
( 1997)  find  evidence for  an  increased skill mis-
match; however, they find no increase for France, 
the  Netherlands,  Germany  and  Italy.  Equally, 
Franz (  1991) detects some regional and skill mis-
matches for Germany, but states that it is less obvi-
ous  whether  these  imbalances  have  increased. 
Entorf (1998), using  highly  disaggregated  panel 
data of occupational groups for Germany, observes 
a decline  of the  matching  efficiency  over time. 
Since 'easy matches' are typically periods of high 
unemployment, he concludes that high unemploy-
ment  is  accompanied by  lower mismatch.  How-
ever, the general level of mismatch is higher in the 
1980s than in the 1970s. 
•  Labour  markets  in  Spain  might  serve  as  an 
example of situations where labour market regu-
lations  also  have  undesired effects  on  skill  mis-
match. One reason for the very high youth unem-
ployment rate  in  Spain  (1999:  29.5%  compared 
with a total unemployment rate of 15.7%50)  is the 
employment  protection  rules  for  older  workers. 
Therefore, the  Spanish youth  labour market  has 
50  Source: Eurostat &  Franco, 2000. 
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been characterised as  a  'high skilled - bad job' 
labour market, since high skilled (younger) indi-
viduals end up in low skilled jobs, crowding out 
low skilled workers (Dolado et al., 1999). 
Although these results do not present a clear 
picture  of the  evolution  of mismatch  over 
time, most researchers find- irrespective of 
the approach they use - that the level of mis-
match  is  by  no  way  negligible,  and  some-
times even substantial. Whether a policy ori-
ented towards reducing mismatches  will  be 
sufficient,  or  whether it has  to  be  supple-
mented by policies aimed at other malfunc-
tions  of  the  labour  market,  depends  on 
whether there has been an unfavourable trend 
in mismatch or not. 
This  question  cannot  be  answered  unambigu-
ously, and much more work is  still needed both 
at  theoretical  level  and  at  empirical  level 
(Bollens,  2000).  This  work  may  lead  to  some 
convergence in the different approaches and may 
establish richer data with  consistent time series 
and  at  a  more  disaggregated  and  multidimen-
sional level. 
To  achieve  this,  surveys  linking  household  data 
with  establishment/firm  data  look  promising 
(Hamermesh, 1999; see also Bellmann, 2000 and 
Part 3, Chapter 6 of  this report). Another obstacle to 
measuring mismatch phenomena is the absence of 
suitable and comparable vacancy data. Here there 
remains a challenge for the national as well as the 
European statistical authorities (Bollens, 2000). 
Concluding, a mixture of both explanations -
state dependence due to the disenfranchising 
effects  of long-term  unemployment  on  the 
one hand, and skill mismatch due to the het-
erogeneity of people on the other - may be 
responsible for the particular unemployment 
problems  in  European  countries.  However, 
the importance of both explanations may dif-
fer across countries. 
A similar conclusion is  reached concerning poli-
cies to tackle skill mismatch. These are quite dif-
ferent  from  active  labour market policies which 
aim to  reactivate the unemployed and to prevent 
long-term unemployment. In this context, Bollens 
(2000)  criticises  the  fact  that  the  actual  policy 
approach  recommended  by  the  EU  through  its 
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employment guidelines51 is based on the assump-
tion that European unemployment can be allevi-
ated by a common set of policies for all Member 
States. 'While the prevention of long-term unem-
ployment may be a goal in its own right [ ...  ], the 
economic  rationale  for  preventive  policies, 
namely  the  claim  that  unemployment  duration 
itself has a clear negative impact on employabil-
ity, is questioned by a growing number of empir-
ical results' (ibid., Section 4.6). 
Labour market programmes that seek to intervene 
at early stages of unemployment, e.g. training for 
the unemployed, can thus  be questioned on two 
grounds (Bollens, 2000): 
(a)  first,  because  of  dead-weight  effects,  an 
early intervention will direct scarce resources also 
towards the unemployed who would leave unem-
ployment early anyway; 
(b)  second, early  intervention requires  identifi-
cation of who is at risk and who is not. Research 
is  rather  pessimistic  on  the  potential  for  early 
identification.  Even  if  the  unemployed  at  risk 
would  benefit  from  early  intervention,  those 
measures may be insufficient if they lack enough 
depth  (e.g.  short  training  courses)  or  are  of 
temporary  nature  (e.g.  temporary  wage  subsi-
dies). Given the difficulty of early identification, 
the  potentially  long-term  unemployed  will  not 
benefit  much  when  all  the  unemployed  are 
targeted. This may also be one of the reasons that 
the  employment  guidelines  of  the  European 
Commission focus  on measures  for people with 
longer or long-term unemployment (more than 6 
or 12 months). 
4.1.4.  Conclusions 
There  is  undeniably  an  inverse  relationship 
between skills and unemployment, and, in par-
ticular, long-term unemployment. The position 
of the low-skilled has declined markedly during 
the past decades. On the other hand, long-term 
unemployment  has  increased  - at  least  in 
Europe - from one business cycle to the next 
and became persistent.52 
51  http:/  /europa.eu .inti  employment  social/empl&esf/napsOO/ 
naps 
52  As  indicated  above,  however,  in  recent  years  long-term 
unemployment-as with unemployment in total-appears to 
decrease. However, apart from the question of  whether this is 
a sustainable development or not, the measurement of long-
term unemployment within official statistics (mostly based 
on cross-section observations) is biased for several reasons. There are two major explanations: one is based 
on the theories of skill mismatch and the other 
on  state  dependence.  Depending  on which  of 
both  theories  is  better able  to  explain  reality, 
different policies are called for. 
•  Skill mismatch theory proclaims a discrep-
ancy between the skills of  labour supply and skill 
requirements of jobs, due to the ex ante hetero-
geneity of people in terms of their personal char-
acteristics, in particular skills. The demand shift 
away from lower-skilled workers, as observed in 
the past for almost all countries, is explained by 
several facts.  The most important is  technical 
change  which  favours  the  higher  skilled,  but 
there is also the shift towards services and those 
sectors with higher skill requirements (  deindus-
trialisation). In the case of  downward rigid wages 
(as in most European countries) the low skilled 
people  risk  becoming  long-term  unemployed 
because they do not possess the skills required in 
the labour market. 
•  State  dependence  theory  assumes  that  the 
duration of unemployment itself has a negative 
impact on the probability of leaving unemploy-
ment and thus will lead to a persistence of long-
term unemployment. The explanation put for-
ward is that with increasing duration of unem-
ployment, the  unemployed individual tends  to 
become unemployable - more or less independ-
ent from his or her previous level of education 
and training.  Reasons for  this  are  discourage-
ment, obsolescence or erosion of skills, loss of 
motivation  and  work  attitudes,  and  a  loss  of 
reputation,  since  employers  regard  long-term 
unemployment as a negative signal for produc-
tivity. 
Which of these theories applies, differs accord-
ing to country although recent research clearly 
favours  the  skill  mismatch  explanation.  It 
appears plausible that the problems of  contempo-
rary labour markets reflect a certain mixture of 
both: above all heterogeneity of workers and in 
particular the problems of the low skilled, but 
partly also a loss of skills and reputation with 
increasing duration of  unemployment. However, 
empirical evidence based on these rival hypothe-
ses is scattered and not always consistent. 
Implications for research 
To gain more insight into the causes of persist-
ent  long-term  unemployment,  as  well  as  the 
deterioration  of the  labour market position of 
certain groups - in particular the lower skilled -
data have to be improved substantially. 
___  Skill mismatch in the labour market 
First, there is a need for the provision of highly 
disaggregated unemployment data with reference 
to the most important individual characteristics 
which affect labour market status. This is espe-
cially necessary for the calculation of  exit/hazard 
rates out of unemployment which are affected by 
unobserved characteristics ('unobserved hetero-
geneity'). Furthermore, data should be compara-
ble to enable comparisons across countries. 
Next, both the  state  dependence  and  the  skill 
mismatch theories refer to dynamic processes on 
the labour markets. To analyse these processes, 
cross-section data which refer to one or subse-
quent fixed observation dates are not appropri-
ate. Research should be based much more on lon-
gitudinal or panel data which meet the require-
ments indicated above and allow for a realistic 
measurement  of exit/hazard  rates  taking  into 
account individual characteristics such as skills, 
etc. to avoid 'spurious duration dependence'. 
Third, to permit comparisons between skill sup-
ply and demand, data on job vacancies should 
be provided at a reliable and comparable level. 
These data, set against unemployment figures, 
are necessary to prove the efficiency of match-
ing processes in the labour market and thus to 
propose appropriate policy measures. The pro-
vision of this  kind of data is  a challenge, not 
only  for  individual  countries  but  also  for  the 
statistical services of the EU. Regular European 
surveys on vacancies, containing a comparative 
set  of variables,  would  substantially  improve 
the  analysis  of  dynamic  labour  market 
processes. 
Fourth,  linking  employer  and  unemployment! 
employee data promises to explain and compare 
better  the  characteristics  and  behaviour  of 
workers and the unemployed on the one hand 
and the skill requirements and recruitment pat-
terns of employers on the other. 
Fifth, the impact of unemployment on economic 
and psycho-social wellbeing is strongly embed-
ded in a family context. Thus, research should use 
household data (e.g. the European Community 
household panel [ECHP]) much more than today 
to  analyse  the  motivation  of the  unemployed 
towards  work.53  This,  however,  requires  that 
respective  characteristics  (on  unemployment, 
skills, search behaviour,job aspirations, etc.) are 
included in such surveys. 
53  See also Part 5, Section 3.2 and Table 5.7 in this report. 
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Finally, research should not simply concentrate 
on one of the theories discussed above, and try 
to  find  empirical evidence in support. Instead, 
research  should try  to  integrate and reconcile 
both approaches. The complexity of the social 
and  economic  processes  which  characterise 
contemporary  labour  markets  cannot  be  cap-
tured by isolated hypotheses any  more.  More-
over, because  of the  fact  that the  explanatory 
power of these approaches differs across coun-
tries, research studies  should also consider the 
political, economic and social contexts in par-
ticular economies. This exercise appears to be a 
major stimulus to  targeted training  and labour 
market programmes  which - according  to  the 
situation  and  the  prevailing  reason  for  long-
term unemployment in a particular country or 
region - requires a different policy-mix. 
Implications for policy 
At national level, policy-makers  should know, 
based on reliable research findings, which  (or 
which mixture) of the different explanations for 
long  -term unemployment correspond to reality 
in their particular country. 
If state  dependence  appears  to  be  dominant, 
active  labour market  policy measures  may  be 
applicable.  These  focus  on  the  prevention  of 
long-term  unemployment and on the  reactiva-
tion of the long-term unemployed. Present pro-
grammes  aim  to  impart  work  experience,  to 
compensate  for  the  loss  or  obsolescence  of 
skills by appropriate training measures for the 
unemployed, to subsidise recruitment, to reacti-
vate  the  unemployed  by  training  and  psycho-
logical support - but also to lower the costs of 
the  low-skilled,  e.g.  by  permanent  subsidies, 
reductions in labour tax, lower social insurance 
contributions, etc. 
At EU level, the employment guidelines prefer 
the prevention of long-term unemployment and 
result in a policy in its own right. However, the 
claim that unemployment duration has a nega-
tive  impact  on  employability  is  increasingly 
questioned by research. In addition, early inter-
vention  may  lead  to  dead-weight  effects. 
Equally, the possibility of an early identification 
of  the  potentially  long-term  unemployed  is 
doubted by most researchers. 
In a situation of significant skill mismatch the 
problem will not be permanently alleviated, let 
alone solved, by traditional measures of active 
labour market policy.  Temporary  work experi-
ence and recruitment subsidy programmes will 
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be of little help. 'As soon as the subsidy is can-
celled, the low-skilled worker will lose his job 
and  unemployment  will  persist'  (Sneessens, 
1995b, p. 19). 
A similar conclusion applies to measures to lower 
the relative cost of  low-skilled workers. Since skill 
mismatch is primarily a problem of skills which 
are no longer in demand (or no longer in demand 
at the prevailing wage rate), obviously there has to 
be  some  scope  to  remedy  the  skills  problem 
through training and education. It is a challenge 
for education and training policy to impart skills 
which are required in the labour market as well as 
improve long-term individual careers. 
Thus, quality, relevance and recognition of skills 
provided  within  the  formal  education/training 
system as  well  as  by  non-formal  learning  are 
expected to alleviate unemployment spells con-
siderably. However, measures to upgrade skills 
will be ineffective if  not targeted and if  they have 
a short duration or narrow and specific contents. 
4.2. Overqualification: reasons and 
implications
54 
4.2.1. Definitions 
It has  become undisputed that human capital is  a 
decisive location factor in the context of  global com-
petition. From an economic perspective,however, it 
is the productive human capital which counts. In the 
course of mass unemployment, a substantial part of 
human capital is not utilised and will be devalued 
with increasing duration of  non-utilisation. 
Non-utilisation of skills not only refers to unem-
ployment but also to a situation where an individ-
ual performs a job below his or her skill level. In 
research literature, this phenomenon is denoted as 
'overeducation' .55  For the  purpose  of this  study 
54 This  section is  mainly based on the paper of F.  Btichel, 
2000:  'Overqualification:  reasons,  measurement  issues 
and  typological affinity  to  unemployment'.  Contribution 
to:  Descy &  Tessaring, eds. Training in  Europe. Second 
report  on  vocational  training  research  in  Europe  2000: 
background report.  Luxembourg:  EUR-OP,  Vol.  2  (pub-
lished 2001). 
A  brief  discussion  of,  overqualification  and  empirical 
findings  can  also  be  found  in  Cedefop's  first  research 
report (Tessaring, 1998b, Part 2, Chapter 4.3). 
55  This is the term mostly used in research literature. Other 
terms  used  are,  for  example,  'overqualification',  'over-
skilling',  'skill  underutilisation',  'surplus  schooling', 
'skill  mismatch'  or  'inadequate employment'  (for  refer-
ences see Btichel, 2000, Section 2). which focuses primarily on vocational training as 
the main precondition of work, we  will use the 
term 'overqualification' instead. 
In  a  more  mechanistic  view,  unemployment 
means  that  the  total  individual  human  capital 
remains unutilised; in the cases of underemploy-
ment (fewer working hours  than desired)  and of 
overqualification, a part of human capital is  not 
used.56 There are several reasons for the fact that 
policy and the public have paid considerably less 
attention to  overqualification than  to  unemploy-
ment. Measurement problems and the burden of 
public transfer payments to  the  unemployed are 
some of the main reasons (Btichel, 2000). 
We  will  define  'overqualification'  with  Biichel 
(2000) as a situation where an individual cannot, 
or can only to a small extent, utilise at work his or 
her vocational skills acquired in (formal) educa-
tion and training. 
This  definition has  two dimensions:  a horizontal 
one and a vertical one. Horizontal overqualification 
applies to a situation where an individual performs 
work  tasks  requiring  different  skills  from  those 
acquired in education and training - but still at the 
same job level. An example of  this is a skilled tool-
maker employed as a skilled sheet-metal worker. 
Vertical overqualification - as already implied in 
this  term - refers  to  a  situation  where  the  skill 
requirement  level  is  significantly  far  below  the 
(formal) skill level of the worker. In other words, 
the job could clearly also be performed by some-
one with a lower level of formal qualification. In 
the following we will focus on vertical overquali-
fication  since  the  horizontal  dimension  seems 
structurally unavoidable  (and less precarious) in 
the process of allocation of workers and jobs. 
Overqualification is one phenomenon from a broad 
scale of 'skill gaps', although, besides unemploy-
ment, certainly an important one. Another type of 
skills gap - skill shortages - will be discussed in 
Chapter 4.3. 
The empirical measurement of overqualifica-
tion is restricted to formal education and train-
ing. However, as discussed in Chapter 3 in this 
56 This view corresponds to an OECD definition which dis-
tinguishes  between  'unemployment'  and  'underemploy-
ment'. The latter comprises two  sub-categories:  'visible' 
and  'invisible' underemployment.  'Visible  underemploy-
ment' refers to employed persons who work less working 
hours than they wish.  'Invisible underemployment' refers 
to  'individuals who are working in jobs where their skills 
are not adequately utilised' (OECD, 1995a, pp. 44 f.). 
Part, it is not purely formal certificates that are 
exchanged on the labour market but the whole 
'vector'  of  competences,  including  skills 
acquired by non-formal learning on and off the 
workplace. This restriction has to be kept in 
mind when discussing  'overqualification' in 
the following chapters. 
4.2.2. Explanation of  overqualification 
4.2 .2 .1. Theoretical background 
In a neoclassical economic perspective, overquali-
fication -like unemployment-is a 'non-event' and 
a  short-term disequilibrium which will be over-
come by mechanisms of adjustment via prices and 
earnings on the supply and demand sides  of the 
labour market. In the longer term, this will lead to a 
stable equilibrium in the labour market. 
However, criticisms of this  explanation are  well 
known. In reality, there is no perfect information 
on the future, no homogeneity of labour and no 
rapid adjustment of imbalances. To trust solely on 
the 'healing forces of the market' therefore would 
not be sufficient. 
Alternative  theoretical  approaches  attempt  to 
explain the various facets of overqualification in a 
more  partial-analytic  view.  An overview  on the 
most 'popular' theories in this context is given in 
Box 4.15. For a further discussion of these theories 
and for references cf. Biichel (2000, section 3.3). 
4.2 .2 .2. Alternatives for workers and 
employers 
Most empirical studies based on the theories men-
tioned  in  Box  4.15  have  in  common  that  they 
only consider one of the two sides of the labour 
market:  mostly  workers.  It is  important for  the 
understanding of a job match, however, that both 
sides  - including  the  interests  of employers  as 
well  as  of  workers  - have  to  be  reconciled 
(Blichel, 2000). Both sides of the labour market 
have different options and follow different strate-
gies that influence the allocation of workers and 
jobs, as well as the adequacy of employment. 
Preferences of  workers 
Workers - particularly if unemployed, underem-
ployed, non active57 or entering the labour market 
after training- have (or may have, dependent on 
the labour market situation) different alternatives 
57 In  particular  those  who  can  be  assigned  to  the  'hidden 
labour force' (see Table 4.3). 
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regarding  their  participation  at  work.  The  main 
options  are  to  stay  in  their  present  status  or  to 
move  to  an  alternative:  unemployment,  non-
active status, training, appropriate employment or 
sub-adequate employment. 
Most people in gainful and adequate employment 
not threatened by unemployment will regard the 
move  to  'unemployment'  or  'sub-adequate 
employment'  as  exceptions.  They  will  change 
their job only  if a  better job  offer  ('match')  is 
found. Unemployed people or training leavers are 
also predominantly interested in an adequate job. 
However, with increasing duration of unemploy-
ment  or job  search  they  may  reduce  their  job 
demands and their reservation wage and may also 
accept a job below their skill level. 
However,  these  options  between  adequate  and 
inadequate employment are  not as  unambiguous 
as  can be assumed. Several studies point out that 
an  inadequate job may be  a true alternative, e.g. 
for first-job seekers. They may give more impor-
tance  to,  for  example,  non-monetary  working 
conditions (such as working load, shorter working 
time, shorter journey to work, social or ecological 
relevance of work, etc.) which score higher on the 
individual preference scale (cf. Teichler, 1994 for 
Germany; Hecker, 1995b for the US). 
It might even be the case that - at least in a short 
term and in the first years of working life - earn-
ings  in  inadequate jobs  are  higher  than  in  ade-
quate ones (Neubaumer,  1993~ Btichel, 1994b).58 
This  option, however,  might  be  deceptive  since 
empirical evidence shows that higher earnings in 
these jobs are not sustainable: after a more or less 
short period, the adequately employed gain higher 
wage increases than the overqualified. If informa-
tion on (future) wages is  not available, however, 
the transition to  inadequate employment is quite 
understandable. Table 4.12 provides an overview 
of the decision alternatives of workers. 
Preferences of  employers 
It can be assumed  that  employers  seek to  fill  a 
(vacant) job primarily with a worker whose skills 
correspond  to  the  job  requirements.  However, 
there  might  also  be  reasons  for  an  employer  to 
recruit an  'overqualified' worker from the exter-
nal labour market. 
58 This, for example, would be the case if a skilled craftsman 
after completion of training prefers an unskilled or semi-
skilled  job  in  a  large  industrial  company  and  earnings 
there are  higher than alternative earnings in  an  adequate 
job in a small handicraft firm. 
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If, for example, in a local labour market or for a 
very specific job, no  adequate job applicants can 
be  found,  a  higher  qualified  worker  might  be 
recruited if the costs of a more intensified search 
exceed  the  importance  of  this  specific  job. 
Another alternative would be not to fill the job. 
A  second  possibility  is  where  an  employer 
recruits an overqualified applicant with a medium 
or  longer  term  strategy  to  build  up  a  stock  of 
qualified workers  for  future  executive positions. 
In this case, the worker will be overqualified only 
at  the  beginning  of his/her  work  career,  and  it 
depends  on  his/her  performance  whether  career 
potentials will be realised. 
A third case arises if 'soft skills' gain in impor-
tance. The growing  importance of competences 
(of which formal qualifications are one part) was 
discussed  in  more  details  in  Chapter  3  in  this 
Part  and  in  Part  2,  Chapter  2.  But  it  is  also 
possible, from  an  economic  point of view,  that 
broad and transferable skills (acquired inside and 
outside  the  formal  education  and  training 
system)  may  be  preferable  to  the  firm.  This 
would be the  case if employers expect a  'quasi 
rent'  if recruiting  a  flexible  worker  below  his 
qualification level.  This  quasi-rent for  the  firm 
accrues, for  example, if the recruited worker is 
expected  to  cope  better  with  new  technologies 
and  to  be  more  creative  and  innovative  than 
'traditionally' trained people. 
. Concluding, approaches to model and empir-
·.  ically  test  overqualification  should  always 
~  consider  the  options  and  interests  of both 
' sides of the labour market. Equally, the vari-
~- ety of underlying reasons that a worker may 
·_  have· for accepting or rejecting a job below 
" the level of  qualification must be considered. 
· If no plausible explanations are given for the 
·behaviour of the  two  counterparts,  even  a 
, sophisticated approach will remain a partial 
·  ..  analysis and can lead to misunderstandings. 
4.2 .2 .3. Exogenous framework conditions 
The phenomenon of inadequate employment has 
to  be  complemented  by  exogenous  framework 
conditions which exert an influence on adequate 
or inadequate employment as  well. These frame-
work  conditions  refer  to  institutional  arrange-
ments and regulations and to changes in the struc-
ture of production and labour markets, but also to 
preferences of employers and employees as  indi-
cated in the preceding section. -----------------------------Skill  mismatch in the labour market 
Adequately  (stay in adequate  • threatening  • in case of regional  • care for family and 
employed  job)  unemployment;  move of the  children; 
• if inadequate job is  (employed) partner;  • health status; move 
preferred (e.g. for  • unbearable working  of partner; 
non-monetary  conditions (without a  • dropout, e.g. 
reasons);  job alternative)  because 
• wish for shorter  of stressing work 
working time 
Overqualified  • wish to  utilise skills  (stay in  • earnings not  • care for family and 
(employed)  and to increase  overqualified job)  significantly higher or  children; 
earnings;  equal with unemploy- • health status; 
• higher social status;  ment benefits;  • dropout 
• better working  • registration as job 
conditions, career  seeker to search for 
perspectives, etc.  adequate job (e.g. 
because of working 
conditions) 
(Registered)  mostly preferred  • lowering of job  (stay in  • unsuccessful job 
unemployed  alternative  demands and of  unemployment)  search, discourage-
reservation wage (in  ment; 
particular long-term  • expiry of entitlement 
unemployed);  to unemployment 
• preference for  benefits; 
reasons mentioned  • other reasons as 
above  mentioned above 
Non-active or  mostly preferred  • if the utility of the  if an  adequate job is  (stay in education 
leaving education/  alternative if a job is  job offered is higher  looked for (and job  and training if 
training  sought  than stay in 
non-activity; 
• if earnings are 
higher than in 
adequate job; 
• non-monetary 
preferences 
Source: Authors, based on Buchel, 2000. 
Furthermore, we should not forget that for a con-
siderable  part  of  the  labour  force  (e.g.  self-
employed, family workers, politicians, sportsmen, 
artists, etc.) the notion of 'formal qualification' is 
more or less meaningless (see also Box 4. 7 above). 
: Institutional arrangements play a more impor-
: tant role in  European countries than in the US, 
. where most of  the approaches presented above 
. have  been  developed.  Institutional  regula-
; tions, alongside structural change, rapid tech· 
' nical progress and changing structures of pro-
, duction and work organisation, are expected to 
have a significant impact on overqualification. 
search is supported by  unemployment for 
labour office) and  young people is high 
entitlement for unem- and no suited job is 
ployment benefits are  offered) 
given 
The following  list summarises  some  features  of 
those  exogenous  conditions  which  may  have  an 
impact on overqualification:59 
•  institutional regulations and settings concern-
ing  the  stratification/hierarchy  of formal  certifi-
cates and qualifications may  be  inflexible or not 
up-to-date  and  thus  may  increase  the  risk  of 
overqualification; 
•  a  small  difference  between  unemployment 
benefits on the one hand and wages of an inade-
59 For  a  more  detailed  discussion  and  for  references  see 
Biichel (2000, section 3.4). 
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quate job on the other may prevent people from 
accepting a job below the level of skills acquired; 
•  regulations concerning the acceptance of a job 
offered by labour offices to the unemployed may 
perpetuate overqualification: most countries expect 
the unemployed (in particular the long-term unem-
ployed) to accept a job on a lower skill level. This 
may lead to an increase of skill inadequacy in the 
course of persistent and long-term unemployment; 
•  strict  dismissal  protection  may  reduce  labour 
market flexibility and increase inadequate employ-
ment. This is  also  true  for  strong  protection rules 
for older workers which lead to highly skilled youth 
ending  up  in low-skilled jobs  (as  for  example  in 
Spain); 
•  funding arrangements may increase overqualifi-
cation if  education or training is cheap (e.g. free uni-
versity studies). This may increase the number of 
students in higher training options which exceed real 
employment opportunities ('credential inflation'); 
•  the  same  effect  occurs  if employers  regard 
certificates of higher levels as  a signal for higher 
performance- irrespective of the 'real' productiv-
ity of job applicants. In order to stay ahead of the 
job queue, individuals will attempt to obtain the 
highest  certificate  possible  which  also  may 
exceed future employment opportunities; 
•  in  a  situation  of high  unemployment  more 
people  may  accept  inadequate  employment and 
lower wages (as an alternative to unemployment); 
•  the non-monetary benefits of  an inadequate job 
may sometimes be higher in the ranking of prefer-
ences of workers than adequate employment (e.g. 
considering  work load, stress, meaning/value of 
work, social environment, image of the enterprise, 
job satisfaction, work autonomy etc.); 
•  firms may recruit overqualified workers if no 
suited applicant is found in the local market or if 
employers intend to build up a stock of potential 
candidates for higher positions; 
•  other  firms  may  be  reluctant  to  recruit 
overqualified workers, because of the fear of dis-
satisfaction, higher quits and loss of firm-specific 
human capital, absenteeism, shirking, higher trans-
action costs for recruiting new workers, etc. This 
behaviour would reduce the volume of overqualifi-
cation, if sufficient adequate alternatives are given. 
4.2.3.  Measurement of  overqualification 
In  order  to  interpret  empirical  evidence  on 
overqualification properly it is important to know 
how  this  phenomenon  is  measured  by  research 
analyses. 
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4.2.3.1.Approaches 
There are, in principle, three approaches with sev-
eral  variations:  subjective,  objective  and  'indi-
rect' approaches.60 
(a)  The  subjective  approach  is  based  on  the 
self-assessment  of  workers  by  means  of  an 
inquiry or a survey. Job-holders are asked for the 
qualification which is required (or 'usually' nec-
essary) to perform or to get their job. 
(b)  The objective approach refers to job analy-
ses specifying the required level and type of edu-
cation and training which are compared with the 
actual qualifications of a worker. This approach is 
rather popular in the US  and is based on a com-
parison  of occupations  (DOT)61  with  levels  of 
skill requirements  (GED)62  which is  then trans-
posed into equivalent years of schooling. 
Another objective  method  is  based on informa-
tion on the distribution of the qualification levels 
of all workers in this occupation. A comparison of 
an individual's qualifications with the mean value 
(=  'adequate employment') indicates  the  degree 
of over- or under-qualification. 
The calculation of private rates of return to educa-
tion using wage equations over time can also be 
subsumed as an objective approach. A reduction in 
the return to education or in wage differentials for a 
specific skill level (by controlling other variables 
such as gender, age, occupation, etc.) would indi-
cate  'over supply'  and  implicitly  overqualifica-
tion.63 
(c)  Indirect approaches use indicators or prox-
ies which may explain inadequacies and are based 
on  the  different  theories  or  models  described 
above.  Indicators  may  be any  of the  following: 
earnings; the duration of internal training and ini-
tiation of newly recruited workers; the participa-
tion and efficiency of further training measures; 
tenure, age  and work experience; intra-company 
promotion  and  status  gains;  and  the  scope  of 
inter-company mobility. 
Some  reservations  concerning  the  measurement 
of overqualification have to be mentioned. 
60  See Hartog (1997) and the papers submitted to  the AEA 
conference  (1997,  published  partly  by  Heijke  & 
Muyskens, 2000); see also Tessaring, 1998b, pp. 85 ff. 
61  Dictionary of Occupational Titles. 
62 General Educational Development. 
63  For a recent study for the UK using this approach, refined 
by a stochastic frontier production function,  cf. Vignoles 
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•  They are mostly of  a static nature and do not suf-
ficiently  take account of dynamic changes in job 
requirements (due to new technologies, work organ-
isation, etc.) and in individual skills (through ex  peri-
ence,  continuing  training,  learning  in  the  work-
place). Thus, there may be adaptation processes on 
both sides-supply and demand -leading to a reduc-
tion in mismatches of  skills and requirements. Static 
analyses should, therefore, be supplemented or even 
replaced by dynamic measures. 
•  Most empirical  studies  are  based on formal 
qualifications. As we have discussed above, it is 
not only formal qualifications which count for the 
recruitment and career of workers. Equally impor-
tant are non-formal skills and competences which, 
however, are not included in official statistics. 
•  It is  not  always  clear  whether  a  measured 
'overqualification'  could  also  be  'under-utilisa-
tion'. For example, out of two equally qualified 
persons in a similarly defined workplace or occu-
pation, one worker may claim to be appropriately 
employed in a  modem, dynamic  firm,  whereas 
the other one may feel  'overqualified' in a tradi-
tional Tayloristic company. 
•  The interpretation of overqualification raises 
a  dilemma  between  age  and  work  experience. 
Young  persons  at  the  beginning  of their  work 
career  are  usually  better trained  than  necessary 
for  a  specific  job:  their  education  and training 
should have prepared them for a variety of jobs 
and not for a specific one for which they may be 
'overqualified'.  Therefore,  the  phenomenon  of 
overqualification may be more true for younger 
workers than for older ones. Similar ideas are put 
forward  by  the  career  mobility  theory  (see 
Box 4.15). 
•  In addition, transferable or broad skills - the 
main objective of today's training policies- may 
result in 'overqualification' for a specific job. This 
phenomenon is known as  'the qualification para-
dox': young people when entering a job are at the 
same time overqualified and underqualified. They 
have acquired broader and more  comprehensive 
skills than are actually required at the job; at the 
same time they know less than is necessary to per-
form the specific job tasks. However, in the longer-
term, due to changes of  occupations, jobs and work 
tasks  throughout  individual  work  biographies, 
transferable skills may have considerable advan-
tages in the effort to stay 'employable'. 
•  In a subjective 'self-assessment', job require-
ments are very often overestimated, and the indi-
vidual position and status is upgraded by respon-
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dents;  sometimes respondents  may only refer to 
common requirement standards  and not to  their 
specific job. 
Table 4.13 gives a comprehensive overview of the 
measurement concepts and some applications. 
4.2 .3 .2. Empirical evidence 
A number of empirical studies on overqualifica-
tion (respectively overeducation) have been car-
ried out for the US in the past 20-30 years. Recent 
work concentrates on specific groups of persons 
(e.g. college graduates, married women) or con-
texts (e.g. impacts of demographic change, wages 
etc.;  for  a  comprehensive  literature  review  see 
Biichel, 2000). 
In  Europe,  issues  of  overqualification  have  a 
research tradition only in certain countries (e.g. in 
the  Netherlands  and  Germany).  Starting  in  the 
mid-1980s, European  research  devoted  substan-
tial work to the refinement and measurement of 
overqualification. Cedefop's first research report 
described  a  number of studies  published in the 
years  1995-98  (Tessaring,  1998b,  pp.  85  ff.). 
Some selected findings are listed in Table 4.14. 
The results mak.e  it difftCUlt  to gain a clear 
. picture of the degree of 'over- or underquali-
fication'  in different countries  and  periods. 
There  are  substantial  differences,  not  only 
from country to country, but, more important, 
also between different studies made for a par-
ticular country. In addition, there are consid-
. erable variations depending on the approach 
used. 
Recent  European  research  on  overqualification 
has been compiled by Biichel (2000). 
•  Research  activities  on  overqualification  in 
the  Netherlands  are  numerous.  Worthy  of 
mention are studies done by Hartog and Hartog 
et  al.  (several  publications),  Batenburg  &  De 
Witte  (1998), Groot &  Maassen van den Brink 
(forthcoming), Eijs van & Heijke (forthcoming) 
and  the  reader edited by Borghans  &  De Grip 
(forthcoming  a,  b).  Although  the  subjects  and 
approaches of these studies are different, most of 
them confirm a growing tendency of overqualifi-
cation  in  the  Dutch  labour  market.  However, 
Hartog  (1999b)  warns  against  a  too  negative 
connotation  of overqualification  because  there 
are  positive,  though  small,  returns  for  surplus 
education years. •  In Germany, too, aspects of overqualification 
attracted  increasing  attention  in  the  1990s. 
Btichel,  Btichel  &  Weisshuhn  (several  publica-
tions), Szydlik (1996b, 1997a) and Blechinger & 
Pfeiffer (1999) published the most recent studies 
on  diverse  aspects  of  this  issue.  In  general, 
overqualification is more marked for medium and 
lower qualification levels than for higher educa-
tion.  Most studies  indicate an  increasing degree 
of  overqualification  over  time.  Moreover, 
Neubaumer (1997 and forthcoming) demonstrates 
that in those  occupations  where  working  condi-
tions  are poor, training is  provided in excess of 
demand. Young people who complete their train-
ing in these occupations, but do not find a job in 
a respective occupation, are generally exposed to 
the risk of overqualification. Btichel & Weisshuhn 
(1998)  analyse  overqualification  in  a  household 
context.  Financial  restrictions  within  the  house-
hold exert a strong influence on acceptance of an 
overqualified job. 
•  Several  studies  on  overqualification  in  the 
United  Kingdom  state  that  in  this  country  the 
problem  of  overqualification  seems  relatively 
insignificant  (Sloane  et  al.,  1996,  forthcoming; 
Groot,  1996;  Alpin  et  al.,  1998).  Replacement 
effects by overqualification are found only in the 
upper  qualification  segments,  and  are  almost 
nonexistant for unskilled people (Battu & Sloane, 
forthcoming).  Moreover,  the  majority  of young 
people entering  work, who  are  employed below 
their qualification, are  not  successful in finding 
an  adequate job in the first  six years  (Dolton & 
Vignoles,  1997,  forthcoming).  However,  small 
positive  returns  for  surplus  education are  found 
by these authors, too. 
•  In general, an increasing degree of overquali-
fication is found in analyses for other European 
countries. Forgeot & Gautie (1997b) for France; 
Beneito et al.  (forthcoming) for  Spain;  Kiker et 
al. (1997)  and Mendes de Oliveira et al.  (forth-
coming)  for  Portugal;  Patrinos  (1995,  1997)  for 
Greece  and  Ofner  ( 1994)  for  Austria  are  some 
authors among others whose studies indicate this 
trend  (for  more  details  of  these  studies  see 
B  tichel, 2000). 
•  Compilations  of  comparative  international 
studies were carried out by Btichel & Weisshuhn 
(1997c), Tessaring  (1998b), Btichel (1998b)  and 
Groot & Maassen van den Brink (forthcoming). 
Direct comparisons between the US and Germany 
(Daly et al., 1997, forthcoming; Btichel & Witte, 
1997)  find  significant  common  patterns  of 
overqualification in these countries. 
___  Skill mismatch in  the labour market 
On  the  whole,  overqualification  seems  to 
f  have grown in most countries under consid-
. eration, whereas underqualification seems to 
. decrease.  In  addition,  the  problem  of 
;_  overqualification  seems  to  be more  crucial 
~  for workers at vocational training level com-
r pared with higher education graduates. Self  .. 
· assessment  of  workers  tends  to  result  in 
. higher  degrees  of  overqualification  than 
· 'objective approaches' which compare occu" 
. pational standards with skills. 
Qualitative skills gaps may be a temporary situa-
tion in an individuals' work career - in particular 
at entry to working life - as a result of imperfect 
information,  incomplete  search  for  an  adequate 
job or as a result of an insufficient offer of appro-
priate jobs exactly at the time that a young gradu-
ate is first looking for employment. According to 
the career mobility theory (see Box 4.15  above) 
the acceptance of an inadequate jobs may be cou-
pled  with  the  expectation  of future  career  and 
higher earnings, once the entry into the  internal 
labour market of an enterprise has been success-
ful.  Several  studies  confirm  this  close  link 
between  higher  levels  of  qualification,  higher 
age/work experience and tenure on the~·one hand, 
and  the  lower probability  of employment in  an 
inadequate job on the other. 
Women tend to be affected more by overqualifica-
tion than men, in particular when they have inter-
rupted  their  work  career  and  try  to  reenter 
employment in later years. 
Not enough information was available to  answer 
the question of whether overqualification will be 
reduced by mobility (between occupations, firms, 
sectors).  This  depends  on  the  number  of indi-
vidual  moves  and  the  duration  of  subsequent 
employment phases. n·appears also to be decisive 
whether  the  move  was  voluntary  or  enforced. 
Voluntary  mobility leads  to  greater adequacy  in 
the  sense  of the  job-matching  and  the  career 
mobility theories, whereas involuntary changes of 
occupations  and  firms,  in  particular  after 
preceding unemployment, tends to increase inad-
equacy. 
4.2 .3 .3 .A refined measurement approach 
In his contribution to  the second research report, 
Btichel (2000, Chapter 6, based on Btichel, 1998b) 
presents a refinement of the conventional subjec-
tive measurement strategy he applied for Germany. 
This  approach is  based on the  introduction of a 
----------------------------------------------------------------- 289 N 
\0 
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Short description of approach  Advantages 
of approach 
Disadvantages of approach 
Ia:  'Objective' approach 
Selected follow-up 
empirical studies based 
on approach 
!-------·------------------------------------- ---------------------------------------·---------------------·-- -·--·---------------------·----·--·  -·- -·------------------ ----·----·-··----------------------·------- __ "' ____  ------------·-------------------------- ----------------------------------------1 
..  For each occupation listed in the Dictionary of occu-
pational titles (DOT), information about the level of 
educational requirements is available in an  ordered 
scale (General educational development, GED). 
• The GED scale has to be  made compatible to the 
scale on which individuals report their acquired 
schooling (e.g. transformation into requested years 
of schooling). 
• The information about the requested schooling 
(SR) to perform a specific occupation is compared 
with the acquired schooling (SA) of job-holders. 
• Overqualification of an  individual is stated, 
if SA> SR. 
No negative influences 
in the measurement 
process which are 
caused by subjective 
assessments of 
job-holders. 
" Heterogeneity of jobs within an occupation is 
neglected. 
• No consideration of different work organisations 
and utilisation of skills. 
" New occupations, such as in the ICT industry, 
cannot be considered (until a new DOT is 
realised). 
• Change in job requirements is neglected (until 
a new GED scale is realised). 
• Defining required skill levels (construction of 
GED scale) is methodologically problematic. 
• Making the GED scale compatible to the scale 
of acquired schooling is methodologically 
problematic  . 
..  Usually high numbers of missing values in 
occupational information (caused by coding 
problems). 
Hartog, 1980; Burris,  1983c; 
Rumberger,  1987; Patrinos, 
1997; Batenburg & de Witte, 
1998. 
f----------·---------------------------------------------------------------------------··------------------------------------------------------------------------------------------------------------- ·-·---------------
lb: Variant of 'objective' approach: 'realised match approach' 
• Within each occupation (disaggregated as far as 
possible, usually at a 3-digit-level), the mean, 
median, or mode (M) and the standard deviation 
(SO) of acquired schooling of job-holders (e.g. 
based upon a labour force survey) is calculated. 
~  Information about M and SO of a specific 
I  occupation is compared with the acquired schooling 
:  (SA) of job-holders in a specific enquiry. 
• Overqualification of an  individual is stated, 
if SA > (M  + SO). 
Higher validity when 
categorising over-
qualification. 
o  Genuine problem of neglecting heterogeneity of 
jobs within an occupation remains; equally the 
non-consideration of work organisations. 
• Methodological problems in  measuring means, 
medians, or modes, and especially measuring 
standard deviations, in  occupations with few 
employed. 
• If the basic data (e.g. LFS results) are already 
biased by a high proportion of effectively over-
qualified people, the measured share of 
'detected' overqualified workers will be lower 
(and vice versa). 
Shockey,  1989; 
Verdugo & Turner 
Verdugo,  1989; Groot, 
1993a, 1996; Kiker et 
a/.,  1997; Alpin eta/., 
1998; Cohn & Ng, 
1999; Cohn et a/., 
1999; Mendes de 
Oliveira eta/., 
forthcoming. • Workers are asked about the educational require-
ments of their specific job (e.g.  'What kind of 
education is usually required to perform (get) a job 
like yours?' (required education, RE). 
" The scale of the RE variable has to be made com-
patible with the scale of the respondents information 
of acquired schooling (SA,  ideally already by the 
designers of the questionnaire, e.  g.  by asking for 
years of schooling required). 
.,  Overqualification of an individual is stated, 
if SA> RE. 
lla:  'Subjective' approach 
~  Severe disadvanta-
ges of 'objective' 
approach 
become obsolete. 
•  Individuals know the 
specific requirements 
of their specific job 
best (specifically: 
better than labour 
market experts gene-
rating the GED scale). 
• Subjective influence in  measurement approach: 
e.  g.  risk of getting answers influenced by a 
cognitive dissonance behaviour; answers may 
be  biased towards pompousness or exaggerated 
modesty. 
• Answers may also be  influenced by other 
variables, such as working condition, subjective 
job satisfaction, physical and social environment 
etc. which have not much to do with the aspect 
of overqualification. 
lib: Variant of 'subjective' approach: three variables approach 
Measuring overqualification in a first step as 
described in  lla. 
•  Using a third variable (occupational status) for 
validation. 
• Validation check is done using a standardised catego-
risation system. This produces the output categories 
'clearly plausible combination of the three variables', 
'clearly implausible combination' (in  the German 
Socioeconomic panel (GSOEP): about 1% of cases), 
and 'doubtful plausibility of combination' (in  German 
GSOEP: about 5% of cases). 
• Overqualification of an individual in  the case 
of SA > RE  is stated only if the validity check leads 
to a clearly plausible result (otherwise: generating 
a missing value). 
Source: Buchel, 2000. 
Tests showed a much 
higher validity when 
categorising overquali-
fication, compared to 
the standard subjective 
two-variable approach. 
• Approach produces a so-called 'mixed' or 'grey' 
area of work with doubtful plausibility of combi-
nation of required schooling, acquired schooling 
and occupational status. In general, individuals 
working in  such a situation have to be excluded 
from overqualification analyses. This leads to 
information loss in general and reduced number 
of cases in special. 
9  Number of missing values in  the produced over-
qualification variable is slightly higher than  in the 
standard subjective two-variable approach, 
because three source variables are involved. 
Sicherman,  1991; Tsang et 
a/.,  1991  [with an extension 
using approach Ia];  Hersch, 
1991, 1995; Alba-Ramlrez, 
1993; Johnson & Roy,  1995; 
Robst,  1995b; McGoldrick & 
Robst,  1996; Sloane et a/., 
1996; Borghans & Smits, 
1997; Battu et a/.,  1998b; 
Borghans, de Grip & Sloane, 
1998; Battu et a/.,  1999; 
Vel den, van der & van 
Smoorenburg, 1999; Beneito 
eta/., forthcoming; Dolton & 
Vignoles,  1999 and forth 
coming; Vahey, 
Most of overqualification 
studies authored or 
coauthored by Buchel. Part four - Employment, economic performance and skill mismatch ___________  _ 
NL  1960  all  OA1  Hartog & Oosterbeek, 1988  7  36 
1977  26  21 
1974  all  SA  Hartog, 1997  17  30 
1995  24  12 
1995  higher voc. 
educ., grads.  SA  Borghans & Smits, 1997  22  24 
E  1985  all  SA  Bene  ito et.  a/.,  1997  26  17 
1990  all  SA  28  11 
1990  all  OA2  - 15  - 15 
UK  1986  all  SA  Sloane, Battu & Seaman, 1997  31  17 
1991  all  OA2  13 (male)  10 (male) 
10 (female)  8 (female) 
p  1982-85  all  OA1  cit.  in  Hartog, 1997  24-26  43-48 
1991-92  > 33  38 
F  1986  CAP,  BEP  OA2  Forgeot & Gautie, 1997  29 
1995  27  9 
1986  all  OA2  Forgeot & Gautie, 1997  15 
1995  all  OA2  21 
D  1995  all  SA  Buchel & Weisshuhn, 1998  7 (male) 
(West Germany);  13 (female) 
'inadequate employment'<b>  9 (total) 
1995  completed  SA  9 (male) 
vocational  13 (female) 
training  11  (total) 
1979  apprenticeship  SA  Pfeiffer & Blechinger,  1995  21 
training 
1992  24 
(a)  OA  1  =objective approach, based on comparison with job titles or analyses; OA2=objective approach based on comparison with 
average; SA=self-assessment; 
(b)  high loss of qualification. 
Source: Tessaring,  1998b, pp. 86 ff.  and updates. 
third variable- 'occupational status'64 - in addition 
to  'level of qualification' and  'occupation'. This 
variable serves to validate the comparison between 
the formal qualification and the employee's subjec-
tively reported job-requirement level. 
Based on this approach, and using German longi-
tudinal  data,  the  author  examines  empirically 
64 Unskilled/semi-skilled  worker;  skilled  worker/foreman/ 
master craftsman; white-collar worker in an unskilled job; 
white-collar worker in a skilled job; white-collar worker in 
a highly skilled job; self-employed person; civil servant. 
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some selected issues in the field of overqualifica-
tion. 
•  First, cross-section analyses65 show that, once 
the data have been controlled for the main social 
characteristics, overqualified workers do not dif-
fer significantly from jobseekers in their problem-
solving  capacity  and  level  of political  involve-
ment.  However  both  lag  far  behind  workers 
whose jobs match their qualifications. 
65  Note that longitudinal data sets also allow for an analysis 
at a certain point of time (=cross section). ------------------------.. ·---------------------------------------------------------------------------------------- Skill mismatch in the labour market 
•  The second stage of the analysis involves the 
use of the instruments of dynamic unemployment 
research to analyse overqualification. In the case of 
transitions  into  overqualification  from  various 
other  types  of employment  status,  multivariate 
analyses show that unemployment is the most fre-
quent status from which individuals move into a 
job for which they are overqualified. 
4.2.4. Conclusions 
Conventional  labour  market research,  with  its 
fixation  on  unemployment, underestimates  the 
volume of skills and qualifications which educa-
tion systems produce but are not in demand in the 
labour market. This touches upon the design and 
efficiency of education and training systems and 
upon coordination problems between education 
and training systems and labour markets. 
The omission of  inadequate employment-in par-
ticular overqualification - is  often  ascribed  to 
unresolved  measurement  problems:  'Invisible 
underemployment  [i.e.  the  percentage  of the 
workers who are overqualified for their jobs] [  ...  ] 
by its very nature is difficult to measure. For this 
reason, it is not discussed' (OECD, 1995b, p. 45). 
One problem lies in the almost universal prac-
tice  of implicitly  equating  the  level  of skills 
required for a job with the formal qualifications 
of the incumbent. As long as information on the 
non-formal  components  of skills  and  compe-
tences is sparse or lacking, formal qualifications 
will remain in the foreground of overqualifica-
tion  debates.  Given  the  different  time  frames 
between  skill  'production' and  utilisation  (see 
Chapter 3.4 .1), an incongruence between formal 
qualifications  and job requirements  appears  to 
be inevitable. 
Another problem lies in the static view of many 
studies on overqualification. Several longitudi-
nal  analyses  indicate  that the  phenomenon  of 
overqualification  is  mainly  a  problem  of the 
first working years after education and training. 
The problem here (also for the identification of 
overqualification) is that, after a certain period 
of  time,  the  significance  of  formal  training 
acquired many years ago will decline in favour 
of  work  experience,  continuing  training  and 
other competences. A direct comparison of for-
mal  qualifications  and  respective job require-
ments becomes increasingly insufficient. 
It is a common belief that technological progress 
and structural change are raising the average skill 
level required for jobs in European labour mar-
kets.  If 'demand'  is  reduced  in  relation  to 
employees'  formal  qualifications  only,  educa-
tional expansion will inevitably not be congruent 
with  actual  job  requirements:  these  certainly 
could not been foreseen at the time that curricula 
were designed. In this context, it is often argued 
that forecasts  of educational requirements  are 
based on the ex post development of the labour 
force's  formal  qualification. Demand forecasts 
which do not address the problem of  overqualifi-
cation are plagued with a considerable degree of 
uncertainty. However, the question remains: how 
can a future level of overqualification or other 
mismatch  be  anticipated  and  incorporated  in 
those  forecasts?  Forecasting  skill  mismatches 
appears at least as problematic as the extrapola-
tion of  long-term structural trends. 
Implications for research 
Overqualification  research  is  seriously  ham-
pered by the non-availability of representative 
data. Available data reach their limits when it 
comes  to  measuring  overqualification  and the 
decision-making  processes  of employees  and 
employers. 
To  examine  skill  mismatch,  longitudinal  data 
are necessary since the transition from adequate 
employment  to  'overqualification'  and  vice 
versa is  often a gradual process in an individ-
ual's  working  life.  Other  transitions  which 
require longitudinal data concern the exits from 
education,  training  or  unemployment  to 
employment or refer to a change of employer, 
sector  or  occupation.  Equally,  the  household 
context should be represented in these data. 
Longitudinal  and/or panel data for individuals 
appear indispensable for any dynamic analysis 
of overqualification over time. In particular the 
question discussed above whether, and to what 
extent,  formal  qualifications  are  replaced  or 
complemented  by  other  competences  in  the 
course  of working  life,  and  how  this  affects 
overqualification,  can  only  be  answered  ade-
quately  by  using  longitudinal  data  which 
include respective categories. 
Qualitative  approaches,  e.g.  case  studies,  may 
offer some valuable insights that cannot be cap-
tured on the basis of standardised empirical data. 
This makes them a suitable medium for imparting 
fresh  momentum to research by broadening the 
scope of  aspects such as the intrinsic motivation of 
people to do jobs for which they are overqualified. 
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Equally, for a closer investigation of employers' 
motivation  to  recruit  overqualified job  appli-
cants,  more  comprehensive  studies  with  a 
broader database could deliver important new 
information. 
Because of the increasingly limited significance 
of formal education and training and of formal 
qualifications, research  should  attend  more  to 
the non-formal side of skills and skill require-
ments. The extension of the whole set of com-
petences acquired within the formal  system of 
education  and  training  as  well  as  outside,  at 
work,  at  home  or  in  social  interaction  is 
expected to bring about a new understanding of 
the  interplay  between  supply  and  demand  in 
labour  markets  and  thus  of  the  notion  of 
overqualification, too. This extension, however, 
requires  comparable  standards  to  identify, 
assess and recognise non-formal skills. 
Implications for policies 
The discussion on overqualification gives  rise 
to  some  postulates  for  the  domains  of voca-
tional education and higher education policies. 
•  A vocational training system with very dis-
tinct specialisations will reduce the probability 
of individuals to find an appropriate job within 
the trade that they have learned. It would make 
more  sense  if the  emphasis  in initial  training 
were placed on imparting skills which are trans-
ferable to a broader range of occupations.66 
•  A second strategy focuses on the improve-
ment of existing information systems regarding 
the marketability of training courses. The infor-
mation  provided  by  careers  advice  centres  or 
vocational guidance bodies in many European 
countries  too  frequently  contains  little  or  no 
information on career prospects. 
The implication, however, that vocational guid-
ance should provide much more detailed infor-
mation on future career prospects is, in a way, 
opposite to the widespread belief that such fore-
casts  are  irrelevant  and  misleading.  In conse-
quence,  vocational  guidance  should  follow  a 
differentiated approach by using forecasts only 
as  one  source  of information  among  others. 
Guidance  should focus  on  short and medium-
term forecasts (i.e. covering the time when the 
trainee  will  leave  the  education  and  training 
system), but should also raise the awareness of 
66  See also Part 2, Chapter 2 in this report. 
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long-term risks of a renunciation of training. A 
broad  set  of relevant  information  for  use  in 
vocational  guidance  has  been  developed,  for 
example, by the German Institute for Employ-
ment  Research  (lAB;  www.iab.de)  and  the 
Dutch Research Centre for  Education  and  the 
Labour Market (ROA, www.unimaas.nl/roa). 
•  The discussion on overqualification is sub-
ject to widely varying interpretations. Neverthe-
less, the  question  arises,  at least in  economic 
terms, as to whether the high skills demanded in 
the labour market could not be provided with 
less effort and at less expense. 
Btichel (2000) discusses how education policy 
can combat a possible excess demand for aca-
demic qualifications which may result in more 
and more university graduates being overquali-
fied.67  Depending on the national situation, the 
introduction of tuition fees  (with, of course, a 
built-in  social  component)  or of a  repayment 
obligation could reduce the size of the group of 
overqualified employees who report that a suc-
cessful career 'is not so important' . Vouchers as 
introduced, for  example,  in  the  UK  and  dis-
cussed  in  other countries  as  well,  could  also 
raise awareness of the quality and future-orien-
tation of training and thus reduce overqualifica-
tion.68  However,  no  analyses  of this  specific 
issue are yet known to the authors. 
•  These and other reforms should be accompa-
nied by improved information on career prospects 
for graduates of specific courses. This might pre-
vent them from choosing courses in  'high-risk' 
subjects, depending on the level of risk they are 
prepared to take and depending on their individual 
talent. However, as indicated above, to base those 
decisions on forecasts alone may be problematic. 
•  Measures designed to broaden or to reorient 
the skills and competences of overqualified, as 
well as of  unemployed, people are likely to prove 
more  effective.69  In  this  instance,  emphasis 
should be placed on training in marketable jobs. 
•  Limited regional mobility has proved to be 
an obstacle too, to people's prospects of obtain-
67  That this  is  not  the  case up  to  now in several European 
countries is  demonstrated by the  (preliminary)  results  of 
the EDEX project, referred to in Box 4.5. 
68  For the advantages and disadvantages of training vouchers 
see Part 1, Section 2.5.2 in this report. 
69  The role of further education as  a means of reducing the 
risk inherent in underemployment is discussed in Btichel, 
1998b. ing  a  job commensurate  with  their  qualifica-
tions. Research findings show that greater effi-
ciency could be achieved not just if individuals 
were willing to move but also if they were pre-
pared to commute. Measures designed to over-
come obstacles to  regional mobility (including 
an  efficient traffic  infrastructure)  may  help  to 
ensure a better return on investments  in  skills 
and qualifications and to enhance the efficiency 
of the labour market. 
•  Other labour market policies are  discussed 
controversially, e.g.: 
(i)  cutting  unemployment  benefits  if  the 
unemployed refuse to accept a job below their 
skill level;  70 
(ii)  creating a greater distance between trans-
fer  payments  (unemployment  and  other bene-
fits) and wages; 
(iii)  greater  differentiation  of wage  rates,  in 
particular at the lower end of the pay scale. This 
could  create  jobs, particularly  in  the  services 
sector, but also lead to an increase of the 'work-
ing poor' as happened in the US. 
These  strategies,  therefore,  can  only  operate 
within  certain  limits,  which  are  set  by  social 
policy or by society itself. 
4.3. Skill shortages in Europe 
As  we have seen in the preceding sections, skill 
mismatch  patterns  in  labour  markets  might  be 
coincident  with  structural  unemployment  and 
shortages. These phenomena exist alongside each 
other due to insufficient mobility or highly struc-
tured labour markets in specific skills, regions and 
countries. Several EU countries are experiencing 
skills shortages at the moment. Most shortages in 
Western Europe are ICT skills shortages which are 
seen as the major inhibitor to the development of 
the 'electronic economy' or 'information society'. 
4.3.1. Reasons and consequences 
The discussion on skills shortages, specifically on 
the lack of skills is not new, however. In 1990, for 
example,  IRDAC71  claimed  that  higher  invest-
ment  in  technological  R&D  possibly  would  not 
yield the economic benefits expected because of a 
70  See also  the  discussion on  'workfare' in  Part 5, Section 
3.2.3.5 of this report. 
71  Industrial Research and Development Advisory Commit-
tee of the European Communities. 
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shortage  of  skilled  workers.  According  to 
IRDAC,  this  could  be  an  obstacle  to  European 
competitiveness. 
The  European  Commission  (1998d)  notes  that 
high  unemployment  in  the  European  Union  is 
accompanied by skills  gaps  and lacking propen-
sity to invest. At the end of 1998, the shortage of 
information  technology  expertise  was  estimated 
to  be  half  a  million  unfilled  vacancies.72  This 
shortage is not limited to ICT suppliers but affects 
also  the  user  industries,  many  of which  are  in 
SMEs. The reason put forward is that the poten-
tial of the ICT revolution is not fully exploited so 
far.  Measures  proposed by the  Commission are, 
among  other  things,  fostering  entrepreneurship 
and new forms of enterprises. 
In  relation  to  education  and  training, the  Euro-
pean  Commission pleads  for  'urgent preventive 
action[  ...  ] to be taken, including a reallocation of 
resources  into  computer  courses,  an  increased 
emphasis  on  retraining  older  workers  (and  the 
unemployed) through conversion courses, contin-
uing training and the development of private-pub-
lic partnerships to transparently set curricula con-
tent in line with technology development and bet-
ter anticipate skill needs' (European Commission, 
1998d, p. 14). 
With reference to  its  'Futures project', the Insti-
tute for Prospective Technological Studies (IPTS) 
of  the  Commission's  Joint  Research  Centre 
expects  widening  global  skills  shortages  with 
rapid  expansion in the  applications  and  markets 
for  ICTs  (IPTS,  2000,  p.  9).  'First, there  is  an 
absolute shortage of highly qualified information 
and  computer  scientists.  Expertise  shortages 
could be the most serious constraint on realising 
the  massive  growth  of  new  technologies  that 
could  come  through  in  the  next  years.  There  is 
also  a gap  between  the  demand  and  supply  for 
workers  with the  ability to  use PCs and Internet 
tools in a powerful way. Finally, basic ICT savvy 
is  missing  across  the  workforce  and  throughout 
society.' 
With  electronic  business  becoming  prevalent, 
organisations  become  increasingly  dependent on 
ICTs. The economic impact of e-business is most 
significant  in  the  business-to-business  sector, 
where  many  companies  are  engaging  with  their 
suppliers and other partners electronically. Those 
partners who cannot keep pace with this develop-
ment risk becoming less competitive. 
72  This estimation is based on a former IDC study (see also 
sub-section 3.3 .2). 
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Another reason for increasing gaps between skill 
supply and demand in certain fields - in particu-
lar technical and computer - is  seen in the slow 
adaptability  of the  education  and  training  sys-
tems, including higher education. 
At macroeconomic level, the most obvious conse-
quences of skills shortages are lower quality and 
productivity, higher wages and a 'low skills equi-
librium' (Haskel & Holt, 1999). In their paper to 
the  UK  Skills  Task  Force  these  authors  distin-
guish between skill  shortages, recruitment diffi-
culties, skills gaps and hard-to-fill vacancies. All 
these measures are closely correlated. 
However, not all of these  shortages can be 
attributed  to  training  and  skill  deficiencies 
per se but also are home-made. Many coun-
tries, facing  budgetary constraints, have cut 
back on computer training  and  engineering 
courses in higher education over the past 10 
to  15  years.  Furthermore,  firms  were  not 
always willing to recruit ICT specialists and 
engineers for medium and longer-term needs. 
Growing  unemployment  of  graduates  in 
these subjects, as  was  the  case in the early 
1990s,  in  tum  influences  the  decisions  of 
young people to study engineering and com-
puter courses and, with a time lag, lead to a 
decreasing number of graduates in these sub-
jects. 
One example is  the  evolution of the number of 
entrants and graduates in engineering at German 
universities, compared with  the  development of 
unemployment  of engineers.  Figure  4.13  illus-
trates that high unemployment among engineers 
in the early 1990s has had a marked influence on 
students' choice of subject and, some years later, 
the number of graduates.73 
It has to remain open to discussion whether 
shortages in this area are sustained shortages 
or reflect •  cobweb cycles' that might reverse 
in  the  coming  years.  This,  again,  demon-
strates that, in particular, education and train-
73  However, these figures reveal only a rough picture of pos-
sible interrelationships and cover a time period too short 
to  allow for generalisation. Further analysis should elimi-
nate, for example, demographic effects and other charac-
teristics  not  relevant  for  this  issue.  Furthermore,  an 
attempt should be made to extend this  approach to  other 
relevant fields  of study and to vocational training, using 
advanced econometric measures. 
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ing policies have to take into account long 
time lags between the generation and utilisa-
• tion  of skills,  as  illustrated in  Section  3.4 
above. 
43.2. Evidence on skills shortages in Europe 
There are currently no representative and compa-
rable quantitative data on skills shortages across 
Europe,  as  far  as  the  authors  are  aware.  The 
analysis  of job  vacancies  could  be  a  solution. 
However,  as  Bollens  (2000)  indicates,  vacancy 
data must be interpreted very carefully: firms are 
not obliged  to  have  vacancies  registered;  many 
vacancies  do  not  reflect  the  real  skill  require-
ments;  and  advertisements  are  sometimes  made 
more to explore markets than to fill a post. How-
ever,  several  countries  report  current  problems 
with labour shortages. 
•  Referring to  a representative survey of more 
than  4,000  firms  in  Britain  in  1997,  commis-
sioned by the DfEE (Haskel &  Holt, 1999), firms 
report that many workers lack 'core skills'. These 
are (in descending order): computer literacy; cus-
tomer  skills;  communication  skills;  practical 
skills;  management  skills;  personal  skills;  basic 
ability; literacy and numeracy. •  In  addition,  according  to  a  survey  of UK 
firms  by  Mason  (1998,  cit.  by  Haskel  &  Holt, 
1999), among those firms which reported recruit-
ment problems with technical graduates, lack of 
communication  skills,  appropriate  work  experi-
ence  and  commercial  understanding  were  men-
tioned most frequently. 
•  As a result of its forecast until the year 2005, 
Statistics  Sweden (1999, pp.  14f.;  see  also  Sec-
tion 5 .4.1  of this Part) expects significant short-
ages  in the following  fields:  civil engineers and 
computer  programmers,  certain  categories  of 
teachers, the health  care sector and economists. 
•  In  Germany,  debates  on  skills  shortages  as 
obstacles  to  innovation  and  the  performance  of 
firms have been the subject of a long debate. How-
ever,  according  to  the  'Mannheim  innovation 
panel'  (MIP;  see  Blechinger  &  Pfeiffer,  1999), 
shortage of skilled  personnel  was  only  a  minor 
obstacle for innovation; high costs, long redemp-
tion time, high feasibility risks and lack of capital 
resources scored significantly higher in the state-
ments of  firms. Skills shortages were a more severe 
innovation obstacle for SMEs than for large firms. 
In Germany again, debates started in 1999 to pro-
mote the immigration of computer and electronic 
specialists  from  abroad  to  fill  shortages  in  the 
ICT and computer sectors. The German govern-
ment accepted to issue a temporary working per-
mit  ('Green  card')  for  those  professionals. 
Debates  continue  as  to  whether  ICT  shortages 
could not be filled with the - still rather numerous 
- unemployed engineers or computer profession-
als?4  Furthermore, present  shortages  are  attrib-
uted to  the reduction in budgets for engineering 
and computer departments of universities  in the 
late 1980s and early 1990s, as well as to the mas-
sive dismissals of technicians and engineers in the 
early 1990s which led, together with demographic 
decline, to falling numbers of students and gradu-
ates (see also Figure 4.13 above). 
•  At  European  level,  few  update  quantitative 
analyses exist to analyse the scope and profiles of 
skills shortages. One example are the estimates of 
the  International  Data  Corporation  (IDC  -
www.idc.com). IDC et al. (2000) expect the west-
em European skills shortage to reach 1.7 million 
74 In spring  2000, around  31 ,000  computer specialists  and 
57,000  engineers  were  registered  unemployed  in  Ger-
many;  on  the  other hand, labour  offices  registered only 
14,000  vacancies  for  computer  specialists  and  almost 
7 ,000  for  engineers  (preliminary  figures  by  the  Federal 
Employment Services). 
Skill mismatch in the labour market 
information  technology  (IT)  professionals  by 
2003. Depending on the type of the technology, 
the demand for IT skills varies. 
Method of the IDC estimation 
The  estimation  of shortages  by  IDC  is  based  on  a 
bi-annual review of the  level of demand and  supply 
of skilled  professionals  in  the  IT  services  industry. 
Demand figures are derived from  more than  12,000 
interviews  with  information  systems  managers 
across  Europe,  resulting  in  measurement  of  the 
amount  of work  needed  (demand  profiles).  These 
profiles are validated by investigating trends among 
'intermediaries'  (in  particular  recruitment  agencies) 
which  are  estimated  to  cover  40%  to  70%  of  IT 
vacancies. 
Supply figures  are  based  on  output  levels  (gradu-
ates) of universities and other educational establish-
ments  obtained  by  a survey of the  academic com-
munity in Western Europe.  In addition it is assumed 
that  12%  of  new  IT  supply  is  covered  from  the 
reskilling of workers from other industries. 
Source: IDC eta/., 2000. 
Table 4.15  presents  an estimate of the IT skills 
shortage in Western Europe (European Union and 
Switzerland) for the period 1998 to 2003. Accord-
ing to the IDC estimate  75,  total IT shortages are 
increasing and will consolidate at a level of  around 
13%76  in  2003. Figure 4.14 illustrates  IT skills 
shortage rates by country. In 2003, Austria, Den-
mark and Germany are expected to have the high-
est skill shortages (around 15% or more); the low-
est shortages with 11% or less - however, depend-
ing also on lower absolute numbers - are expected 
for Luxembourg, France, Greece and Portugal. 
4.3.3. Policies to overcome skills shortages at 
European level: the 'e-initiative' 
With a view to preparing longer term perspectives 
for a knowledge-based economy and closing the 
numeracy gap - in particular IT numeracy - the 
European Council concluded at its special meet-
ing in Lisbon (March 2000) a number of specific 
issues. The strategic goal for  the  next decade is 
'to become  the  most  competitive  and  dynamic 
knowledge-based economy in the world capable 
of sustainable  economic  growth  with  more  and 
better jobs  and  greater  social  cohesion'  (Presi-
dency  conclusions,  Lisbon  23  and  24  March 
75  However, the estimating method and data of analysis have 
not been clearly stated in the IDC paper. 
76  100- (supply I demand* 100). 
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2000,  p.  2).  To  this  end,  among  other  things, 
measures should be taken: 
•  to  provide each citizen with the  skills  neces-
sary to live in the information society; 
•  to  ensure  that  schools  and  training  centres 
become local centres for acquiring knowledge, 
open to and tailored for all target groups; 
•  to define and adopt a European framework for 
basic  skills  in  a lifelong learning perspective 
and a system for recognising these skills; 
•  provide all  citizens  with  a basic education in 
order to bridge the  gap between those having 
access and those not having access to the new 
technologies; 
•  to develop the pedagogical knowledge on how 
to best utilise e-Learning. 
The Commission communication on  'e-Learning 
-Designing tomorrow's education' (2000), build-
ing  on  the  recommendations  and  conclusions  of 
the Lisbon European Council 2000 proposes a set 
of objectives to be reached within the next one to 
three years. 
Examples of these objectives are: 
•  the  provision  of  Internet  connection  to  all 
schools by the end of 200 1 and of fast Internet 
connections  and  multimedia  resources  by 
2002; 
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•  the training of a sufficient number of teachers 
in the use of Internet and multimedia resources 
by 2002; 
•  to create a trans-European high speed network 
for  specific  communications  linking  research 
institutes, universities, etc. 
4.3.4. Conclusions 
Complaints  of  skill  deficiencies  of  (mostly 
younger) workers and of skills shortages are not 
new.  However, the  fact  that these exist along-
side unemployment and overqualification indi-
cates  a  severe  imbalance  of skill  supply  and 
skill needs and has serious implications for both 
initial and continuing training. 
If not  solved,  these  problems  may  affect  the 
future competitiveness and performance of  Euro-
pean economies as well as the motivation of  indi-
viduals  and  firms  to  engage  in  education  and 
training. 
Most skills shortages reported to date concern 
ICT skills. Therefore, it appears important to 
reinforce  measures  to  impart  these  skills  in 
education and initial training. The 'e-learning' 
initiative  of  the  European  Commission 
follows  this  approach,  as  well  as  national 
initiatives to establish appropriate framework 
conditions. 
However,  these  measures  are  likely  to  come 
into effect in the medium and longer term only 
and  should  be  supplemented  by  continuing 
training measures to close the skills gaps of the 
existing  workforce.  In  view  of the  unsteady 
funding of related programmes, and of erratic 
developments  of unemployment of this  group 
of persons  in  the  past, it  appears  essential to 
arrive  at  a  smoothing  of labour  supply  and 
demand  developments.  The  reason  is  that 
current labour market imbalances exert - and 
in particular respective messages in the  media 
and  by politicians - a strong influence on  the 
individual  choice  of studies  and  thus,  in  the 
longer run, on the number of graduates in these 
fields. 
These 'cobweb cycles' can only be avoided by 
responsible  handling  of  information,  by 
improving  the  instruments  for  the  anticipation 
of  skills  and  by  vocational  guidance  which 
takes  account both of the interests and  longer-
term perspectives  of individuals  and  of future 
needs of the labour market. ·----Future skill requirements 
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5. Future skill requirements  77 
Employment  and  skill  forecasts  are  regularly 
undertaken in a number of  OECD countries, often 
using  sophisticated models.  The  first  report  on 
VET research in Europe provided an overview of 
the methodologies and findings of  skill supply and 
demandforecasts (Tessaring, 1998a, b). 
Skill forecasts aim to inform policy-makers about 
labour market developments to be expected if  past 
trends continue. The results form one of  the inputs 
into strategic decisions about the scale and struc-
ture  of  education  and  training  programmes 
needed  by  government  officials,  education  and 
training providers, companies and trade unions. 
Whether  such forecasts  are also  useful for indi-
vidual education and training decisions, however, 
is  disputed.  In  some  countries,  such  as  the  US, 
77  This section is mainly based on the paper of R.A. Wilson, 
2000:  'Forecasting  skill  requirements  at  national  and 
company levels'. Contribution to: Descy & Tessaring, eds. 
Training in Europe. Second report on vocational training 
research  in  Europe  2000:  background  report.  Luxem-
bourg: EUR-OP. Vol. 2 (published 2001). 
very detailed information on future trends is seen 
as essential for individual training choice. In oth-
ers,  such as Germany and the Netherlands, skill 
forecasts play a more or less subordinate role for 
the  individual and are more addressed to policy-
makers and to vocational guidance services. 
The  chapter also discusses forecasts  at regional 
and enterprise level as well as  'qualitative' fore-
casts, such as scenarios and monitoring exercises. 
5 .1. Objectives of forecasting 
As man is not given to know the future, forecasts 
have  to  be  understood  as  conditional  models: 
What  will  happen,  if  ... ?  In  this  way,  forecasts 
have the character of projections of the past into 
the  future,  assuming  no  dramatic  shocks  will 
occur.  However,  some kinds  of shock  might  be 
included as  a conditional assumption, e.g. in the 
framework of a scenario. 
Forecasts aim to make decision-makers at all 
levels  aware of the consequences of actions 
taken or not taken. They may give an indica-
tion of long-term and relatively stable devel-
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opments, e.g. demographic change, and their 
implications  for  education,  training  and 
employment. The more rapid the change, how-
ever, the more difficult forecasting will be. 
Forecasts  are  subject  to  a  'magic triangle':  the 
longer the time horizon and the more differenti-
ated  the  categories  predicted,  the  lower  is  the 
accuracy of results. We might add that the 'qual-
ity' of a forecast also depends essentially on the 
quality  of the underlying data,  assumptions  and 
methods used. This is one reason why early fore-
casts on supply and demand, based on insufficient 
data and using fixed coefficients, were prone to 
error and fell into disrepute. 
Forecasts  often  include  several  variants,  e.g. 
showing  future  developments  to  be  expected  if 
past tendencies (time series) continue (trend vari-
ant), if employment structures remain stable (sta-
tus quo variant) or the future implications of par-
ticular  political  measures  (political  variant).  By 
comparing, for  example, the  status quo with the 
political variant, differences  between the results 
indicate the impacts of these measures. 
Therefore, forecasts also have an assessment 
and  warning  function, in that they indicate 
need  for  action  or  warn  against  undesired 
developments. Forecasts can never anticipate 
future realities. Nevertheless, they can serve 
as a didactic tool in improving understanding 
and  awareness  of the  actors  concerned  of 
future possibilities and the ways of influenc-
ing them in time. 
5.2. Methodologies and approaches 
5.2 .1. Fore  casts at national and regional level 
A  number  of  different  approaches  have  been 
adopted  to  anticipate  skill  needs  and  supply. 
Some involve formal, quantitative methods, oth-
ers  are less formal  and have a strong qualitative 
emphasis.  Figure  4.15  presents  an  overview  of 
some common approaches.78 
5.2 .1.1. Macroeconomic and sectoral forecasts 
Behavioural/econometric models are used to fore-
cast  macroeconomic  and  sectoral  employment 
78 For more  information  on  forecast  methods  and  applica-
tions see Wilson (2000), Strietska-Ilina (1999), Tessaring 
(1998a) and the references given there. 
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developments at national level, e.g. in the form of 
simulation models.79  Usually,  the  available  data 
are not sufficient to allow a more detailed break-
down of sectoral employment figures, particularly 
by occupation and qualification structures. 
Conventional forecasts of skill demand use extrap-
olative  techniques,  mostly  based  on  macroeco-
nomic and sectoral overall figures. They use pro-
duction functions80 to estimate the future number 
of  jobs available for different occupations or skills 
if the underlying assumptions (mostly economic 
parameters) became reality and if past trends con-
tinue in the future. The most common method is the 
'manpower requirements approach'. Refinements 
are made concerning the estimate of the impact of 
technological and socio-economic changes on jobs 
and skill requirements (e.g. Weidig et al., 1998 for 
Germany). 
79  For  example,  to  illustrate  the  (combined)  effects  of 
changes of interest rates, labour costs, economic policies, 
working time etc. on employment. 
80 I.e. links between gross national product, productivity and 
other industrial output measures, and employment. 
-------------------------Recent  forecasts  attempt  to  introduce  key  or 
generic  skills  instead of traditional  occupational 
classifications (examples for the US  and the UK 
are given in Wilson, 2000). Green, 1998, has tried 
to demonstrate the value of different types of key 
skills using hedonic wage equations, while Busi-
ness Strategies Ltd. (BSL, 1996, 1998) have tried 
to  apply such concepts directly. In general, more 
and more multidimensional approaches are used, 
involving  work  functions,  work  tasks,  abilities, 
generic skills, etc. However, there remain substan-
tial difficulties to operationalise these categories. 
Employer surveys used to be regarded as  a valu-
able alternative or even complement to manpower 
forecasting.  However, they  soon became subject 
of serious criticisms as  to  their reliability81 ,  their 
theoretical  foundations  and  their  ad  hoc  nature. 
But  there  are  some  recent  examples  that  this 
approach,  if conducted  in  a  thoughtful  manner, 
can provide valuable information on more quali-
tative  issues, such  as  detailed aspects  of current 
skill  requirements, for  a  short period  (for refer-
ences cf. Wilson, 2000, section 3.2.4). Thus they 
have  much in common with  'Delphi'-techniques 
and scenario buildings as discussed below. 
Skill supply forecasts range from simplistic extrap-
olations of  participation rates82 (in education, train-
ing, work)  to  advanced stock-flow models which 
model inflows, outflows and transitions of people 
in different states (education, training, employment 
etc.). In some countries (e.g. the Netherlands, Ger-
many)  flow  and  transition data are  derived from 
demographic or educational accounting systems. In 
sophisticated models, econometric analyses of  time 
series are used to explain past trajectories of people 
and to project them into the future. 
So-called  'skills  audits',  based  on  surveys  of 
qualifications held by individuals (e.g. household 
surveys), have been widely used in recent years to 
analyse the  stock of skills available in particular 
local areas. These audits are primarily concerned 
with  assessing  the  supply  of skills  rather  than 
skill demand in the labour market. 
5.2.1.2. Forecasts at regional and local level 
Forecasts in several countries also include a spa-
tial  (regional)  dimension  (for  an  overview  on 
approaches see Blin, 1999). In the UK, for exam-
81  For example, it is not possible for all firms in an industry 
to increase their market share simultaneously (Ahamad & 
Blaug, 1973). 
82  People in training, etc., as a percentage of the total popu-
lation (or of the respective age group). 
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pie,  detailed  analyses  of  the  standard  regions 
(Wales,  Scotland, Northern  Ireland  and  the  nine 
regions  of England)  have  been  conducted  for 
many  years  (Wilson,  2000).  In  France,  regional 
employment  and  training  observatories  (OREF) 
develop  education  and  training  forecasts  in  sup-
port of decentralisation. In Germany, the  Lander 
provide forecasts of the number of pupils and stu-
dents, coordinated by the Standing Conference of 
the  Ministers  of Culture.  Regional  employment 
forecasts,  which  also  include  skill  and  occupa-
tional  indicators,  are  undertaken  by  the  Institute 
for Employment Research (lAB, e.g. Tassinopou-
los,  1996;  Blien  &  Tassinopoulos,  1998;  Ober-
hofer et al., 1999). 
During the late  1980s and early  1990s, emphasis 
in many countries shifted to forecasts at local lev-
els,  partly  linked  to  macroeconomic  forecasts. 
The  OREF (France)  and  lAB  (Germany)  activi-
ties are examples (see above). 
In the UK, the Institute for Employment Research 
(www.warwick.ac.uk/ier)  developed  in  1993,  in 
joint  operation  with  Cambridge  Econometrics 
(CE),  a  Local  Economy  Forecasting  Model 
(LEFM;  Wilson  et  al.,  1995).  The  model  was 
designed to  provide local  users  with a complete 
economic  and  labour  market  database  for  the 
local  area,  as  a  mirror  of the  models  used  by 
CE/IER at national level. Corresponding data are 
also  provided within  the  package for  the  region 
and for the whole of the UK. Since then, LEFMs 
have been set up  for over 100 local areas  in  the 
UK.  The  main  clientele  has  been  TECs,  along 
with  local  authorities,  career  guidance  services 
and  others.  The  models  have  been used  to  pro-
duce  local  labour market  forecasts  which  lie  at 
the  heart  of many  'local  labour  market  assess-
ments'  and  related  reports.  Versions  of LEFM 
have  also  been  set  up  for  countries  outside  the 
UK,  including  Germany  and  Spain.  Wilson 
(2000) presents a more detailed overview of the 
features of this model. 
5.2 .1 .3. Qualitative forecast approaches 
A variety of different approaches can be  consid-
ered as  qualitative methods. They are not prima-
rily concerned with obtaining precise quantitative 
figures  on  future  skill  demand  and  supply  but 
rather  with  an  assessment  of trends  and  future 
possibilities.  The  following  approaches  can  be 
distinguished: 
•  techniques  to  monitor and anticipate  change 
have  been  increasingly  popular in  France  (for  a 
description  see  Giffard  &  Guegnard,  1999),  but 
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also in southern European countries which do not 
have  sufficient labour market statistics  or where 
there  are  marked  regional  disparities  (see,  for 
example,  Vergani  &  Muscella,  1999;  Antonio, 
1999); 
•  the 'Delphi approach' involves the pooling of 
the  opinions  of  a  number  of  people  (experts, 
stakeholders) in order to identify current and pos-
sible future key issues. Another similar approach 
is  to  develop case studies  on the basis of struc-
tured interviews; 
•  track records of  work (for references see Wil-
son,  2000)  have  been  established  by  the  UK's 
National  Institute  for  Economic  and  Social 
Research (NIESR). They focus on the current sit-
uation  and  often  entail  detailed  quantitative 
analyses and international comparisons. Although 
anticipation of future  change is  very  qualitative, 
these  can add important insights  which comple-
ment and support the results of quantitative pro-
jections; 
•  another approach is to arrange 'focus groups'. 
Discussion  of the  topic  of interest  is  based on 
material  submitted  in  advance.  A  facilitator 
prompts and structures the discussion. This type 
of approach is used in a number of ADAPT proj-
ects launched by the European Commission; 
•  the construction of scenarios on future possi-
ble  or likely  developments  is  another  approach 
used for some time (for references and examples 
cf.  Tessaring,  1998a  and  Section  5.4.2  below). 
Scenarios aim to exploit the knowledge and esti-
mates of experts (as in the Delphi method) on a 
particular  topic.  The  results  are  analysed  using 
social  science techniques  and  are  then clustered 
along several criteria. On this basis, (alternative) 
scenarios are built which can elucidate appropri-
ate policy strategies and actions; 
•  a  number  of  countries  have  attempted  to 
develop  more  holistic  approaches  to  assessing 
long-term futures. They distinguish, for example, 
long  and  short-term  drivers  of competitiveness 
which  are  proxied by a number of indicators to 
operationalise  the  concept.  This  approach  does 
not fully, if at all, provide precise predictions but 
rather  represents  - similar  to  some  scenario 
approaches - a policy tool for long range issues. 
Examples  of this  approach are  the  study  of the 
Henley Centre of the future of work in London, 
the  'Futures project' of the Institute for Prospec-
tive  Technological  Studies  (IPTS)  of the  Euro-
pean  Commission  and  the  'Swedish  Foresight' 
project (see Section 5.4.2 below). 
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5.2.2. Forecasts at company leve/83 
Companies  and  other  employers  also  have  an 
obvious  interest  in  monitoring  their  workforces 
and assessing the implications for recruitment of 
such factors as the age structure of the workforce, 
wastage rates, and changing patterns of demand. 
Company level personnel planning is now a well-
established management function, in particular in 
larger companies. 
The scope  of approaches  and  methods  is  rather 
broad,  ranging  from  simple  rules  of thumb  to 
quite  complex  models  paralleling  the  national 
level ones described above. In general, they tend 
to focus more on the short or medium term than 
the  national models, reflecting companies' inter-
ests  in  coping  with  immediate  problems  con-
nected with recruitment, wastage and fluctuation 
of staff. 
There  is  an  enormous  literature  covering  these 
topics, much of which is far too specific to be of 
general  value,  given  the  aims  of this  particular 
review.  Nevertheless,  it  is  useful  to  provide  a 
brief overview of some of the key issues. 
5.2 .2 .1. Planning techniques 
Bartholomew, Forbes  & McClean (1995)  give  a 
comprehensive review of the various techniques 
in use to produce company manpower forecasts. 
The starting  point for  most traditional company 
manpower models is the existing stock of labour 
resources  in the  company  and the  wastage flow 
from  their  stock.  The  mathematics  of Markov 
chains provide a ready modelling framework for 
predicting  such  flows  and  exploring  alternative 
scenarios, when an analysis of career patterns is 
taken into account. The demand side of manpower 
forecasting calls for a different approach because it 
is primarily concerned with jobs rather than peo-
ple. There is no clear-cut demand model, because 
the  demand  determinants  at  company  level  are 
very diverse, depending on the organisation. 
. Marked differences are apparent between the 
; demand for employment in the traded sector 
.•  (e.g. manufacturing companies) and the non-
traded  sector (e.g.  local  government or the 
health  services).  There  is  a  huge  body  of 
work on planning in areas such as health and 
social  services,  education  and  government 
83  This section summarises the review of Wilson (2000) on 
company level employment planning (Chapter 4). -----------------------------------------.. -----------------···--·---·-··--·-·----·-------------Future skill requirements 
administration. Much of this is in the public 
. domain. 
Forecasting done in companies operating in 
.,  the traded sector is extremely diverse. Much 
··  of it is highly technical and falls within the 
; boundaries  of  operational  research  rather 
; than  the  broader  economic  and  social  sci-
• ences  which  underlie  national  forecasts.  A 
problem  in  this  area  is  that  much  of this 
research is not made public because of con-
;,  cems about commercial confidentiality. 
Where the time series of data is long enough and 
of sufficiently good quality, regression modelling 
is  used.  Alternatively,  if information  on  causal 
variables is  lacking, a simple trend extrapolation 
approach can be applied. In its more sophisticated 
form  the autoregressive moving average class of 
models  (ARIMAs) developed by  Box &  Jenkins 
(1970) may be used. A common problem at com-
pany level remains the relatively short time series 
of consistent data on which  such models  can be 
based,  also  due  to  continuing  restructuring  of 
work organisations. As  databases of employment 
records  have  developed,  opportunities  to  build 
better demand-side models for  specific company 
occupations have increased. 
Reilly  (  1996)  described  some  more  general  and 
less  quantitative  approaches  to  assessing  com-
pany employment demand. Amongst the methods 
are  work study, which establishes optimal levels 
of resourcing for planning of business operation. 
Associated with  this  technique is  activity  analy-
sis, which can be used to identify the numbers of 
employees needed for  specific tasks. Both meth-
ods  presuppose  the  company  can  accurately 
determine its future scale of operations from mar-
ket output forecasts. 
In  many  smaller companies demand forecasting 
(both for output and employment) is achieved by 
subjective  judgement  of the  senior  managers. 
The criteria for making such judgements is never 
made  explicit,  so  that forecasting  errors  cannot 
be  reviewed  and  there  is  little  opportunity  to 
improve predictive performance from past expe-
rience. 
5.2 .2 .2. Evaluation and improvements in 
company employment planning models 
Commercial confidentiality shrouds many of the 
models produced by the corporate sector and so it 
is not possible to assess how well they perform in 
terms  of predictive  accuracy. As  the  sophistica-
tion of supply-side modelling has  increased, the 
prediction  of changes  in  the  existing  stock  of 
employees  is  likely  to  have  become  more  effi-
cient.  Difficulties  remain  with  the  models  for 
forecasting  demand  changes  in  the  medium  and 
longer term and it seems likely that the shortcom-
ings in this  area will be similar to  those encoun-
tered  for  the  national  employment  forecasting 
approaches. 
Company employment planning models con-
tinue to be a valuable tool for the planning of 
human  resources  and  the  development  of 
suitable  training  and  education  strategies. 
Associated  literature  continues  to  produce 
papers from many different countries which 
demonstrate the evolution of models used for 
forecasting employment at varying levels of 
aggregation  (see,  for  example,  Khoong, 
1996; and Kao &  Lee, 1998). Furthermore, a 
number of specific studies on  skill anticipa-
tion  at  company  and  sectoral  levels  have 
been  carried  out  in  the  framework  of the 
Leonardo da Vinci I programme of the Euro-
pean Commission. 
5.3. Limitations and benefits of skill 
forecasting 
A number of criticisms of the manpower require-
ments  approach  and, in  general, of employment 
forecasting  have  been  put  forward  (see,  for 
example,  Colclough,  1990)84;  these  and  some 
counter-arguments  are  compiled  in  Table  4.16. 
The  limitations  of  this  approach  as  a  rna  jor 
steering  mechanism  for  education  and  training 
systems were also pointed out in Part 1  , Chapter 
1 of this report. 
Wilson (2000, Chapter 7) lists a number of prob-
lems  and  limitations  attached  to  labour  market 
and skill forecasts. Some of these can, in princi-
ple,  be  solved;  others  are  likely  to  remain 
intractable for the foreseeable future. 
(a)  Limits to understanding 
This problem relates particularly to  the explana-
tion  of behaviour  of the  different  actors  (at  all 
levels). Adequate methods might identify and iso-
late the key factors, but it will remain difficult to 
84 For an  early German discussion on  the  pros  and cons of 
the  manpower  requirements  and  the  social  demand 
approach  see  Gottsleben  &  Tessaring,  1974,  and  Kiih-
lewind & Tessaring, 197 5. 
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National level employment planning is  The evidence of market failures (unemployment or skill shortages) and 
irrelevant because markets will respond  long time lags in training may lead to  imbalances in occupational labour 
of their own accord to ensure that the  markets which could  be prevented by policies based- among other 
correct skills are produced.  things - on forecasts.  ---------------------------------------------------------------------4 
The fixed coefficient approach is invalid  Skill substitution processes and wage structures change very slowly. 
since it ignores the  possibilities of  Improvements in  methodology allow for explicit consideration of 
economic substitution.  substitution in forecasting models. 
Inaccuracies in the assumptions will  be  Forecasting inaccuracy applies to any economic or other projection;  I 
compounded, making the  projections of  employment forecasts are not significantly more inaccurate than others. 
little value.  Moreover,  there is evidence that decision-makers have found these 
useful. 
----------------------------------------------------------------------------------------~ 
Demand forecasts focus solely on  Other disciplines have been introduced (e.g.  in qualitative approaches). 
economic considerations without  Interpretation of results should bear in  mind that economic development 
reference to wider social implications.  is only one factor of influence among others. 
Past imbalances (e.g. overqualification)  Although methodologies have been improved, this remains a crucial 
are ignored and carried forward into the  point.  However,  to  consider imbalances within forecasts (if these are 
projections.  generally considered as useful), would mean to predict these 
imbalances in the longer term. This would require assumptions which 
are as disputable as any others. 
Supply forecasts extrapolate only trends 
(of participation rates, flows)  but say 
nothing about the underlying causes of 
behaviour. 
The approach does not allow for 
interaction between supply and  demand 
factors. 
Forecasts, once made public,  could 
change the behaviour of actors and thus 
destroy themselves. 
Forecast categories are more or less 
large aggregates and  cannot be  used 
for specific decision making (e.g. 
individual choice of education and 
training). 
Behavioural aspects are increasingly considered within econometric 
models.  However, data and  our knowledge are still too limited to include 
all factors of influence for individual decisions (e.g. personality 
variables, social background, ability, or just accident). As far as 
behaviour is influenced by the  labour market situation, a number of 
analyses do exist but are not yet sufficiently implemented in forecasts, 
apart from simulation models. 
This is a challenge to improve methodologies. First attempts have 
already been made. One of the problems is that adaptations to future 
imbalances will change both supply and  demand and  require endless 
iterations of the calculation which may - dependent on the elasticities  of~ 
both sides - lead to a long term equilibrium or to exploding imbalances. 
If it is a policy goal to inform the public on  possible future developments 
(risks or opportunities), forecast results should not be kept secret.  How-~
1 
ever,  results should be interpreted carefully (as possible and  not as 
inevitable futures and by pointing to the  basic assumptions), in 
particular by the media and by policy-makers, and should be treated as 
one information set among many others only. 
Forecasts are only one information set among others for individual 
training and  occupational decisions, illustrating general trends in  labour 
markets and  in tendency reducing uncertainty. They cannot predict the 
1
. 
employment perspectives of an  individual, but can  be used as one 
information tool for individual guidance, e.g.  by pointing to the high risks 
of renouncing qualified training or by illustrating job opportunities in  1
1 
certain fields.  Only in  centrally planned economies is uncertainty 
reduced to a minimum - at the expense of individual freedom, 
self-responsibility and social change. 
Source: Colclough,  1990 (cit.  in Wilson, 2000) and additions by the authors. 
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disentangle  the  whole  set  of influence  factors. 
Behaviour  is  not  determined  but  responds  to 
exogenous  factors  which  are  often  hidden.  One 
solution is the assessment of the sensitivity of the 
forecast to  alternative assumptions, e.g. concern-
ing political measures, foreign economies or pos-
sible shocks. Another way of improving the qual-
ity of forecast  models  is  to  carry out 'retrospec-
tive  forecasts',  i.e.  to  model  forecasts  based  on 
information  at  a certain  date  in  the  past and  to 
compare  the  results  with  the  (known)  develop-
ment afterwards. 
(b)  Methodological difficulties 
A number of methodological and analytical prob-
lems arise when carrying out forecasts. This is not 
the place to present them in detail.85 Considerable 
advances have been made in methodological ques-
tions in recent years. However, not all of these are 
implemented in forecasting practices yet. 
(c)  Data inadequacies 
This is one of the most crucial problems forecast-
ers are facing. Problems relate to the lack, quality 
and/or  insufficient  disaggregation  of  data  on 
occupations,  skills,  earnings,  flows  and  to  the 
possibility of combining  all  these.86 There is  no 
substitute  for  good  quality,  regular  information. 
Many  European  countries  have  to  muddle 
through using limited data. Therefore, their fore-
casts are less substantiated and subject to serious 
criticisms. 
(d)  Statistical infrastructures 
Differences  between  countries  (in  terms  of cul-
ture, history, systems, etc.) also reflect differences 
in  the  general  approach  to  forecasting  issues  as 
well as  specific problems concerning data avail-
ability. Advanced  countries  in  this  respect,  such 
as  the  US  and  some  European  countries,  invest 
heavily in data collection, modelling and forecast-
ing. Other countries with less developed statisti-
cal  infrastructures  adopted  more  qualitative 
85  Problems are, for example, related to the analysis of time 
series (e.g. multicollinearity, spurious relationships, simul-
taneity)  and may  become subject to  misleading interfer-
ences. The variables used may be flawed with serial cor-
relation, heteroskedasticity, or may be biased by omitted 
variables. 
86 In  most cases, the  data come from  labour force  sample 
surveys. Depending on the sample size, it is  not possible 
to combine more than a limited number of characteristics 
(e.g. sector x occupation x qualification) at an aggregate 
level. An extension of the number of characteristics and/or 
a  further  disaggregation  will  result  in  increasing  errors 
concerning data representativity. 
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approaches  based  on  ad  hoc  surveys  or  other 
methods.  Wilson  (2000,  Chapter  6)  presents 
some features of an adequate statistical infrastruc-
ture: 
•  development of standard systems of classifi-
cation.  Recent  developments  are  found  in  the 
inclusion  of generic  skills  (e.g.  numeracy,  liter-
acy,  problem  solving,  social  skills).  Related 
efforts are being made in the US, the UK, France, 
Germany, the Netherlands and Sweden. This also 
applies to the inclusion of regional and local lev-
els (e.g. in Germany and the UK); 
•  regular  national  surveys  of households  and 
employers. These surveys should be of sufficient 
sample size to combine the relevant key variables 
(sectors,  occupations,  qualifications)  at  a  fairly 
disaggregated  level.  Comparability  between 
countries should be ensured (e.g. by ISCO, ISIC, 
NACE  and  ISCED
87  classification  systems).  In 
this  respect, the Community labour force  survey 
carried  out  by  Eurostat  has  become  a  prime 
source for comparative data; 
•  development  of means  to  access  to  national 
and international datasets electronically. Substan-
tial  progress  has  been  made  in  this  respect  at 
international level, e.g. concerning the datasets of 
Eurostat  (http:/  I  europa.eu .int/  comm/eurostat), 
OECD  (www.oecd.org)  and  ILO  (www.ilo.org). 
Many of their statistics are accessible via Internet 
or  CD-ROM;  access,  however,  is  sometimes 
restricted to organisations. 
At national level, some countries have developed 
electronically  accessible  datasets.  Examples  are 
the American Labor Market Information System 
of  the  US  Department  of  Labor  (ALMIS; 
http://almis.dws.state.ut.us)  and  the  National 
Online Manpower Information System (NOMIS) 
in the UK. In Germany, two main institutions pro-
vide  access  to  researchers  on  statistical  data 
(although  limited  electronic  access):  the  Center 
for  Survey Research and Methodology (Zentrum 
fiir  Umfragen,  Methoden  und  Analysen, 
Mannheim- ZUMA;  www.zuma-mannheim.de) 
which gives  access, for example, to  microcensus 
data; and the Central Archive for empirical social 
research  (Zentralarchiv  fur  Empirische  Sozial-
forschung, Cologne, http://za.uni-koeln.de) being 
the only public archive for data of social research 
in Germany. 
87  The  new  ISCED  classification  (see  Chapter  1.1  in  this 
Part) provides an improved tool for country comparisons 
in education and training. 
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5.4. Forecasting activities in Europe 
5.4.1. Forecasts at national level 
Reviews  on  national  forecasting  activities  have 
been  presented  by  Heijke  ( 1994),  Tessaring 
(1998a). Strietska-Ilina (1999) provides a review 
of forecasting practices in France, Germany, Ire-
land and the Netherlands as  well as  a number of 
eastern European countries. This project is carried 
out in the framework of the Leonardo da Vinci II 
programme and is still continuing. Haskel & Holt 
(1999)  reviewed  the  merits  and  limitations  of 
such  work, focusing  on  the  UK. Wilson  (2000) 
presents  a  comprehensive overview  of forecasts 
in several European countries, in particular in the 
UK,  Ireland,  Italy,  Spain,  the  Netherlands  and 
Germany. Table 4.17 compiles some basic infor-
mation on skill forecasting in western and eastern 
European countries. 
In  France,  conventional  manpower  forecasting 
fell  into disrepute after the energy crises of the 
1970s  and  early  1980s.  The  Commissariat 
General du Plan carried out projections until the 
end-1980s  (for  an  overview  on past  and  future 
activities  and on  activities in Germany, the  UK 
and  the  US  cf.  Commissariat General du  Plan, 
1991).  Forecasting  in  France  today  uses  more 
qualitative  methods  to  monitor  and  anticipate 
change  (Giffard  &  Guegnard,  1999).  Regional 
prospective  studies  are  done  by  the  Regional 
Employment  and  Training  Observatories 
(OREF). An exception are the forecasting activi-
ties  undertaken  by  BIPE.  BIPE is  mainly  con-
cerned with sectoral forecasts but also carries out 
forecasts  of the future  number of young people 
leaving  education  and  training,  and  their  job 
prospects  (Aguettant &  Ait-Kaci,  1997).  [More 
information: http://www.bipe.fr] 
In  Germany,  a  number  of institutions  are  con-
cerned  with  general  and  specific  employment 
forecasts (for an overview cf. Tessaring, 1997). 
•  In  relation  to  forecasts  of skill  demand  and 
supply,  the  Institute  for  Employment  Research 
(lAB,  www.iab.de)  and  the  Prognos  AG,  CH-
Basel (www.prognos.ch) have carried out several 
demand  forecasts  since  1985,  although  on  an 
irregular basis (see Tessaring, 1998a, pp. 303 ff.). 
The last forecast88 was carried out by Prognos AG 
in  1998  concerning the impacts of technological 
and  socio-economic factors  on work tasks (Wei-
dig et al., 1998). 
88  A qualification forecast is planned by lAB for 2000-01. 
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•  A forecast of the effects of educational expan-
sion and demographic constraints on future quali-
fication  structures  (supply  side), based on lAB's 
Educational Accounting System (Bildungsgesamt-
rechnung- BGR) was elaborated by Reinberg et 
al. (1995). 
•  In addition, several universities  and research 
institutes  are  concerned  with  skill  forecasting, 
although  on  an  irregular  basis,  too.  Worthy  of 
mention  are  the  Technical  University  Berlin 
(G.  Weisshuhn),  the  German  Institute  for  Eco-
nomic  Research  (DIW,  www.diw-Berlin.de); 
and  the  Sozialforschungsstelle  Dortmund 
(SFS, www.sfs-dortmund.de). 
•  The Lander regularly publish forecasts of the 
number  of  pupils  in  general  and  vocational 
schools  and  of  students  in  higher  education. 
These projections are coordinated by the Standing 
Conference of the Ministers for Culture (KMK). 
•  The Federal Institute for Vocational Training 
(Bundesinstitut  fiir  Berufsbildung  - BIBB, 
www.bibb.de), together with other German insti-
tutes  and supported by  the BMBF, has  started a 
longer  term  project  'Early  recognition  of skill 
requirements' (see Box 4.16; www.frequenz.net). 
In Ireland, occupational and skill forecasts are car-
ried  out  regularly  by  the  Economic  and  Social 
Research  Institute  (ESRI  - http://www.esri.ie). 
Some information on the methodologies used and 
on selected results have been presented in the first 
VET research report (Tessaring, 1998a, pp. 301 ff.). 
Amore recent overview is given by Hughes (1999). 
In the Netherlands, the Research Centre for Edu-
cation and the Labour Market (ROA, www.uni-
maas.nl/roa)  of the  Maastricht  University  has  a 
long  tradition  in  elaborating  skill  demand  and 
supply forecasts  (for an overview see Tessaring, 
1998a, pp. 298 f.). These concentrate on short and 
medium term replacement demand  and  on  flow 
models for the supply of school leavers at differ-
ent qualification levels and subjects. Furthermore, 
substitution processes, i.e. shifts of people with a 
particular qualification between different occupa-
tions, are considered explicitly. A recent overview 
is given by de Grip & Marey (1999). The results 
of ROA's  forecasts  are  explicitly  used  as  one 
source  of information  among  others  within  the 
Dutch educational and vocational guidance serv-
ices (see, for example, Metze, 1995). 
In the United Kingdom, the Institute for Employ-
ment Research (IER, www.warwick.ac.uk/ier) of 
the University of Warwick has carried out anum-
ber of manpower  demand  forecasts  in  the  past 
(for  an  overview  see Tessaring,  1998a, pp.  299 ff.). National government has supported employ-
ment forecasting. The Department for Education 
and Employment (DfEE- www.dfee.gov.uk) has 
for  many  years  collected  and  analysed  labour 
market data. These are published in Labour Mar-
ket Trends  (formerly The Employment Gazette). 
The DfEE has a long tradition in commissioning 
labour market research, including labour demand 
forecasts.  One recent anticipation of future  skill 
needs has been published by the Skills Task Force 
within DfEE (Haskel &  Holt, 1999; to be down-
loaded from the DfEE server). 
A forecast of manpower demand by occupation in 
Finland has been described in Tessaring ( 1998a, 
pp. 306 f.). 
In Sweden,  Statistics Sweden (1999) presented a 
forecast of the transitions from education to work 
(outflows) and of recruitment demand until 2005. 
'The calculations indicate that during the period 
up  to  2005, we  will experience shortages  in the 
supply  of certain  categories  of teachers, econo-
mists/social scientists, engineers/natural scientists 
and nursing staff, while there will be a surplus of 
people educated in the arts and humanities, and in 
service-oriented fields. There will continue to be 
a  large  surplus  of people  with  compulsory  9-
grade schooling only, even if the employment sit-
uation improves in the way that the government's 
employment objectives presuppose.' (ibid., p. 14) 
The imbalances expected do not necessarily mean 
increasing  unemployment  for  the  groups  con-
cerned. Instead, they underline the need for adap-
tation and the realisation of the government's goal 
to create a substantial number of new jobs. 
The  national  'Swedish Foresight' project brings 
together a number of actors to discuss the promo-
tion  of the  long-term  (10  to  20  years)  interplay 
between technical, economic and social processes, 
including  also  education  and  training  as  central 
fields. The aim is to indicate directions for invest-
ments in education, research and development. The 
project relies on expert panels, with no use of Del-
phi enquiries. The use of scenarios is optional, and 
panels vary significantly in this respect. Consensus 
building is the primary objective and this explains 
the choice of methodology.89 
Several  Central  and eastern  European  countries 
(e.g. Czech Republic, Poland) plan to conduct skill 
forecasts in the future. An overview of  programmes, 
approaches and available statistical data is given in 
the reader edited by Strietska-Ilina (1999; see also 
Table 4.17 and Section 1.4.2.5 in Part 6). 
89  More  information:  www.iva.se/tekniskframsyn.nu  or 
www .tekniskframysn.nu 
5.4.2. Scenarios at European level 
Up to now there have been no quantitative fore-
casts  of skill  demand  and  supply  at  European 
level. Existing forecasts are more of a qualitative 
nature  and/or  use  a  number  of indicators  (e.g. 
demographic trends, technological developments 
etc.) which serve to construct scenarios or indica-
tions of possible future developments. 
Several scenarios were described in Cedefop's first 
VET research report (Tessaring, 1998b, pp. 101 f.) 
and need not be repeated in this report. Instead, we 
will  briefly  address  three  scenarios  at  European 
level which have been carried out in the recent past. 
The Institute for Prospective Technological Studies 
(IPTS)  of  the  European  Commission's  Joint 
Research  Centre  (http://www.jrc.es),  Sevilla 
(Spain),  launched  the  project  'Futures'  in  mid-
1998. The project involved a number of  researchers 
and was to examine the individual and combined 
effects  of technological, economic, political  and 
social drivers. A series of reports have been pub-
lished  providing  a  major  benchmarking  and 
prospective analysis on a European scale (website 
of the IPTS Futures project: http://futures.jrc.es).90 
Some of the reports are summarised in Box 4.17. 
Cedefop in 1999, together with the European Train-
ing Foundation (ETF, Turin, www.etf.eu.int) and the 
Max-Goote Expert Centre (University Amsterdam; 
www.educ.uva.nl/MGK/),  launched  a  scenario  for 
vocational education and training in Europe, with the 
participation of five EU and five central and eastern 
European countries (Austria, Germany, Greece, Lux-
embourg/Belgium91,  the  United  Kingdom,  Czech 
Republic, Estonia, Hungary, Poland and Slovenia). 
The scenario is based on a Delphi enquiry among 
several hundreds of VET experts and stakeholders 
per country who were asked on their views con-
cerning trends, strategies and actors in VET. The 
findings  should reveal possible and likely devel-
opments in VET systems (until around 2010) by 
considering trends in three major contexts: 
(a)  economy and technology; 
(b)  employment and labour market; 
(c)  training, skills and know  ledge. 
The project should equally identify possible VET 
related  strategies  and  actors.  The  first  phase  of 
90  The results of the project were presented at a final confer-
ence 10 to 11 February in Brussels. Since most of  the papers 
did not become available until end-1999/early 2000, it was 
not possible to analyse them in detail in this report. 
91  These two countries were investigated together. 
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France  Germany  Ireland  Netherlands  United Kingdom  Czech Republic  Poland  Slovenia 
Data  Employment  Microcensus (SO);  ESRI  medium- Athena model of NL  Macro-economet- Firm census of  Employment survey 
sources:  Survey; census  social insurance sta- term model  Bureau of Economic  ric model by Cam- employment and  (ESS); survey of 
sectors  (INSEE); staff  tistics (Fed. Empl.  Policy Analysis (CPB)  bridge Economet- wages (SO); costs of  company training 
turnover statis- Services); establish- rics (CE)  labour (SO); survey  needs- Podravje 
tics  ment panel (lAB);  of economic units  region (HRDF); sur-
employment  vey of companies 
statistics (SO)  (SO) 
Data  Training voca- Microcensus, social  EU  labour force  EU  labour force survey  Labour force sur- Labour force survey;  Labour force survey 
sources:  tional qualifica- insurance statistics  survey (SO)  (SO)  vey  business survey; cen- (SO); population census 
occupations  tion survey; job  sus of population (all  (SO) 
or work  seekers statis- SO) 
tasks  tics;  census 
Census  Microcensus; social  Census of popula- EU  labour force survey  Labour force sur- Register of labour  Registered unemploy-
,...., 
l:.llltJIUYIIICIIl 
sources:  insurance statistics;  tion; labour force  (SO); reference fore- vey  offices  ment (SO and national  (ESS); survey of 
qualification  educational  survey (SO)  casts of flows of school- labour office); survey of  company training 
accounting system  leavers (DMECS); edu- labour demand (SO);  needs (HRDF); ESS 
(lAB)  cational accounts (SN);  survey of employment  data base 
surveys of school- graduates (SO) 
leavers, RUBS,  HBO-
Monitor, WO-Monitor 
(ROA) 
Data  Education I  Education/training  Education/training  Education/training sta- Education/training  School enrolment 
sources:  training statis- statistics (SO); edu- statistics  tistics  statistics (flows)  data (Min.of Educa-
I  education  tics  cational accounting  tion) 
and training  system (lAB) 
Contribution  Young  people  BIBB-lAB survey  Not used  Not used  First destination of 
of irregular  starting working  (1979,  1985-86,  third level graduates 
surveys  life (Cereq);  1991-92, 1998-99)  (Int. project); first des-
sensitive jobs  tination of school 
and obsolete  leavers (National edu-
skills (Quater- cation fund);  labour 
naire education)  market histories (Eco-
nomics institute) 
Institutions  Institute of Eco- Institute for Employ- Training and  Research Centre for  Institute for Em- Currently no skill fore- Currently no skill fore- Employment Ser-
carrying out  nomic Forecast- ment Research  Employment  Education and the La- ployment Re- casting; approaches  casting;  preparatory  vice of Slovenia 
skill fore- ing  (BIPE,  (lAB, www.iab.de);  Authority/Eco- bour Market (ROA/  search (IER)/  planned by Ministry of  work by Government  (ESS); Human 
casts  www.bipe.fr);  Prognos Institute,  nomic and Social  Maastricht University,  Warwick University  Labour and Social Af- Centre for Strategical  Resource Develop-
Regional  Basel,  Research Institute  www.unimaas.nl/roa)  www.warwick.ac.  fairs, and Ministry of  Studies; other activities  ment Fund (HRDF, 
Employment  www.prognos.ch;  (FAS/ESRI,  uklier  Education (macroeco- by Committee of  regional survey on 
and Training  Technical University  www.esri.ie)  nomic models, without  Research, Ministry of  training needs) 
Observatories  Berlin; German In- reference to skills, car- Labour and Social Pol-
(OREF)  stitute of Economic  ried out by SO, Minis- icy,  Institute of Labour 
Research (DIW,  try of Finance, Czech  and  Social Studies 
\AI\AI\AJ  ,.!;  c~rli~· 
NB:  SO:  Statistical office. 
Source: Strietska-llina, ed.,  1999 (see country reports for more information) and  additions by the authors. this  project was  completed by Spring 2000. The 
second  phase,  which  aims  at  deepening  and 
improving  the  robustness/consistency  of  the 
results, will be finished in 200 1. 
A more detailed description of the approach and 
the results of phase  1 is  given in Box 4.17  (the 
results of the first phase can be downloaded from: 
www.trainingvillage.gr/etv/scenarios/index.asp).92 
The 'Forward Studies Unit' of the European Com-
mission  elaborated  Scenarios  on  the  future  of 
Europe unti/2010 (European Commission; Forward 
Studies Unit 1999). The scenarios reflect the expert-
ise of a number of officials of the Commission and 
have been set up via a process of  brainstorming. The 
scenarios  embrace all  major aspects  of European 
development: markets, economies, employment and 
technologies;  social,  political,  demographic,  cul-
tural and value changes; globalisation and enlarge-
ment of the EU; the role of national and European 
organisations, social partners and NGOs, etc.93 
5.5. Conclusions 
Many problems discussed throughout this report 
-e.g. combating unemployment and overqualifi-
cation, steering  and shaping VET systems  and 
curricula, improving employability and competi-
tiveness, measures to prevent unemployment and 
overqualification - call for information on future 
developments in the  skills  of workers  and the 
skill  needs  of  labour  markets.  Forecasts  at 
national, regional and enterprise levels, if used 
properly and in a responsible way, are important 
tools for providing such information. However, 
forecasts  are  still  seen  in  a  sceptical light by 
many people and countries. This may also be due 
to occasional lack of  knowledge of  the objectives 
and potential of forecasting, as well as resulting 
from overemphasised expectations of their pre-
dictive power. 
Forecasts are able to prepare decisions or to elu-
cidate  the  impacts  of  measures  taken  or 
planned.  Although  forecasts  can  never  antici-
pate  the  'real'  future,  they  indicate  possible 
alternative developments or serve as evaluation 
92  The results of the first phase have been published in the 
meantime: Sellin B., van Wieringen F., Dekker H., Tessa-
ring  M., Fetsi A.  Scenarios and strategies for  vocational 
education  and  training  in  Europe.  European  synthesis 
report on phase I. Max Goote Rapport. Amsterdam, March 
2000. 
93  The scenario can be downloaded (in French, English, Ger-
man and Italian language): 
http://europa.eu.int/comm/cdp/scenario/index en.htm. 
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measures.  In this  way,  they  can be  seen  as  a 
'didactic tool' for decision-makers at all levels. 
However, an appropriate use of forecast results 
requires knowledge of their methods, underly-
ing  assumptions and limitations. Forecasts can 
never grasp  the complexity of all  the interac-
tions  and behaviour of all actors  in education, 
training  and labour markets.  Instead, they  are 
able  to  indicate broad developments  if certain 
conditions  come  into  force.  Thus,  forecasts 
need to be updated and improved regularly by 
new methods and data. 
Once the usefulness of forecasting is acknow  1-
edged  in  principle,  it  appears  necessary  to 
resolve a number of problems: 
•  to  improve  the  understanding  of the  aims 
and  complex  interrelationships  forecasts 
must cope with; 
•  to constantly improve their methodology; 
•  to  remove  data  inadequacies  in  order  to 
increase the quality and degree of represen-
tativity of results. 
The last issue refers to the establishment of an 
appropriate statistical infrastructure. This means 
in particular: 
•  development and use of standard systems of 
classification  (sectors,  occupations,  qualifi-
cations),  including  international  compar-
isons and local and regional levels; 
•  facilitating  access  to  national  and  interna-
tional databases; 
•  fostering cooperation and exchange between 
researchers within and across countries; 
•  supplementing quantitative by qualitative fore-
casts in order to avoid a 'technical trap' , which 
may be the result of  overestimating forecasts at 
a highly aggregated level using sophisticated 
methods,  and  not  considering  the  strategies 
and steering power of decision-makers. 
Last, but not least, efforts should be made to estab-
lish a European approach to  forecasting  which 
also transcends the limits drawn by merely formal 
qualifications. The frrst steps in this direction are 
being made by constructing European scenarios of 
VET development (Cedefop, European Training 
Foundation, Max Goote Expert Center, 2000a, b). 
They  should  be  complemented  by  quantitative 
approaches using comparable classifications and 
methods, but still leaving space for specific devel-
opments at national and regional levels. 
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Box 4.16: 'Early recognition of skill requirements' (Germany) 
The project aims for early identification of changes of skill requirements, particularly at the skilled worker level, and 
to  provide such  information  in-time for the  reform  of initial  and  continuing  training  occupations. At  present,  nine 
institutes or organisations participate in  this project. The project coordinator is the  Federal  Ministry for Education 
and Science (BMBF). The following approaches are used: 
•  Analysis of vacancy advertisements (BIBB). Advertisements are analysed in  order to  identify new jobs which 
do  not  correspond  to  common  classifications.  A sample  of those  new jobs  identified  is  evaluated  by direct 
employer enquiries. 
•  Enquiry of reference firms (BIBB). Around 1,900 firms are asked for skill  requirement changes due to process, 
product and  organisational innovations. 
•  Analysis of regional continuing training offers (BIBB). Continuing training institutions are asked for new qualifi-
cation measures and their regional significance. 
•  Analysis of training offers by vocational schools and academies (BIBB). This analysis allows for the identifica-
tion of skill requirements not provided by vocational schools. 
•  Development and test of early recognition instruments in  employment areas with low degree of professionali-
sation  (BIBB).  Here  is  demonstrated  how new skill  requirements  emerge beyond  established training fields; 
exemplary fields:  health, social care, education and rearing. 
•  Utilisation of the network of professional associations and chambers (Kuratorium der Deutschen Wirtschaft fOr 
Berufsbildung).  Experts from  associations and  chambers as well  as  of working  groups from  several  training 
organisations are asked for the skill requirements of firms. 
•  Process development for a permanent close-to-work observation  of skill  requirement (Fraunhofer lnstitut fOr 
Arbeitswirtschaft und Organisation- lAO; www.iao.fhg.de). At the heart are case studies of firms with a com-
prehensive description of work tasks and associated work systems and business processes. 
•  Skill  development  in  the  services  sector  (lnfas  Sozialforschung  GmbH www.infas.de).  Of interest  are  skill 
requirements of SMEs within particular dynamic markets (mostly related to new technologies). 
•  Detection  trendsetter (lnstitut fOr  Strukturpolitik und  Wirtschaftsforderung).  Firms  which  took  on  the  role  of 
trend-setter in  terms of production of new goods or utilisation of leading technologies are asked for coopera-
tion. 
•  International comparative studies (Wissenschaftszentrum Berlin fOr Sozialforschung; www.wz-berlin.de). Inves-
tigation of skill development in  OECD countries. 
•  Report on qualification structure (BIBB in cooperation with lAB, www.iab.de). Starting in 2000, a report on gen-
eral trends in the qualification structure will be published periodically. 
•  Qualification  report  and  qualification  development - Online  (BIBB).  The  report  provides  detailed  results  on 
qualification requirements on a continual basis. 
The initial results of the BIBB activities in  this project have been published by Alex & Bau,  1999. For further infor-
mation contact: www.bibb.de 
Source: Bundesinstitut fOr Berufsbildung. Der Generalsekretar, 2000.  More information: www.frequenz.net 
-----------------------·-------------------
Box 4.17:  'Futures' - a project by the IPTS 
The  Institute  for  Prospective  Technological  Studies  (IPTS),  one  of the  institutes  of  the  Commission's  Joint 
Research Centre (JRC), started the 'Futures' project in  mid-1998 and  brought together a considerable number of 
experts and  policy makers from  industry, academia and  government. The project aims to  elucidate demographic, 
social,  economic,  skill  and  technological trends and  their effects on  competitiveness and  employment at horizon 
2010.  The  papers  elaborated  in  this  project contain  analyses  and  trends  on  various  socioeconomic aspects of 
European societies, focussing  on  their relationship with  technological developments. The deduction of future ten-
dencies is  not,  or only partly,  based on  forecasts in  a more technical sense but reflect in  most cases estimations 
and assessments of the experts involved or have the character of scenarios. The papers have been discussed and 
summarised  in  five  panels:  Demographic and  social  trends;  ICT and  information  society;  Natural  resources  and 
environment;  Political  and  economic context;  Life  sciences  and  the  frontier of life.  The  panel  and  the  research 
reports are  published  in  the 'Futures Report Series' (for more details see:  http://futures.jrc.es). Below,  we present 
extracts of the executive summaries. [Bibliographical details are found  in the list of references.] 
--------------------------------------------------------------------------------~ 
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Europe's changing demography. Constraints and bottlenecks. By G.  Coomans,  1999 
Current demographic projections show that the European Union might reach a stationary level of population in the 
next half century.  However,  enlargement by candidate countries will increase the EU  population by one sixth,  and 
immigration along recent trends would postpone global demographic decline by two or more generations. 
The  main  problem ahead  lies  in  the triple  ageing  process:  (1)  Increasing share of people aged 65  and  over;  (2) 
'elder ageing',  i.e. the fast increasing share of increasingly vigorous people aged 80  and  over,  in  terms of health 
cost and  caring  systems. This  is  offering  also job opportunities.  (3)  The  ageing  labour force  will  lead  to  labour 
shortages in an increasing number of Member States. Economic growth and global competitiveness of those coun-
tries with tight labour markets will depend more and  more on the improved use of human resources. The progres-
sive  reduction of global unemployment can  be  labelled 'high certainty',  and first of all  will favour incoming young 
generations. 
Adaptation to workforce ageing can  be organised in two directions: a) accelerated changeover must be organised 
towards lifelong learning and age-specific reskilling; b) more diversified and flexible ways of retiring should be pro-
moted, with clear legal facilities. 
Demographic and social trends panel report. By J.P.  Gavigan,  M.  Ottitsch and C.  Greaves, 1999 
Economic and technological changes, demographic processes and value changes are responsible for the change 
that is reshaping the way we  live and  our environment. Ageing of the working-age population, decrease of unem-
ployment and  job creation,  labour shortages and  migration are  patterns common to  all  European  countries.  The 
move to a 'mosaic society' is,  among other things,  characterised by flexible working  conditions and  the quality of 
working life,  but also to reconcile work and family. The development of social and communicative skills and to fos-
ter the 'independent learner' in a framework of lifelong learning call for new teaching styles and training systems to 
accompany this process.  New needs relate to personal life,  intellectual life and community life within the frame of 
European  diversity.  European  competitiveness  policy  has  to  follow  objectives of homogenisation  and  economic 
cohesion as well as to  reconcile diversity by the preservation and valorisation of European identity. 
The competitiveness map. Avenues for growth. By K.M.  Weber,  M.  Zappacosta,  F.  Scapo/o eta/., 1999 
Europe's  competitiveness  is  rooted  in  its  ability to  sustain  the  production  and  consumption  of high  value-added 
products and services.  Europe will have to deal with new challenges and opportunities in three main respects: 
(a)  What to  produce? The  integration of high  technology into complex goods and  services ask for an  intelligent 
use of technologies.  In  addition, non-codified know-how,  such as creativity and  design skills,  as well as copy-
rights,  standards and  brand-names will  be  of increasing  importance.  Beyond  high  technology,  research  and 
development should  focus  more  on  the  integration  and  application  of technologies,  and  production  should 
more value intangibles. Growth in services will demand more personal attention and knowledge-intensity. 
(b)  Where to  produce? In  regard of Europe as the largest consumer market of the world,  proximity of production 
and diversity of national innovation systems represent advantages of an  integrated European market.  From a 
longer term  perspective, the enlargement of the  EU  calls for a modernisation strategy towards a more tech-
nology and skills-intensive economy. Customisation, decentralisation and localisation in the era of globalisation 
increasingly require the  utilisation of local  knowledge  and  skills bases and  offer new opportunities for disad-
vantaged locations and  regions. 
(c)  How to  produce?  Firms have to adjust to  a larger but highly diverse market, e.g.  by  building on  networks of 
production and distribution, involving not only larger firms but also SMEs. 
Information and communication technologies and the information society panel report. By K.  Ducatel eta/., 
1999 
The trend  of miniaturisation will  speed  the  complexity of circuits  in  ever decreasing time  periods.  Further trends 
relate  to  the  development of systems  which  can  be  embedded  into  non-PC  devices.  Artificial  intelligence,  the 
development of software agents and  of knowledge management tools may offer relief from  information overload 
and  alleviate  the  trend  towards  a  skill-biased  polarisation  in  the  Information  Society.  Growing  communication 
demand will be  met by a 'seamless interoperability' of different communication devices. 
Employment map. By K.  Ducatel and J.C.  Surge/man,  1999 
In  the years to  come,  and  mainly due to  demographic ageing,  job creation  and  unemployment will  gradually be 
replaced by issues of employability, know-how and quality of work in the policy agenda. However, labour shortages 
might continue to exist alongside persistent long-term unemployment. Skill mismatches and the increasing demand 
for new skills will  be  an  inherent issue for employment policy,  due to the  growth of information technologies and 
services.  Employers are trying to  achieve a higher performance and  more flexible work organisations.  However, 
some forms of flexibility (such as part-time and temporary contracts) are associated with lower levels of investment 
in  people.  This  raises  the  question  about the  responsibility  for the  accumulation  and  renewal  of knowledge  in 
Europe's 'knowledge society'. 
311 The future of education in  Europe until 2010. By D.  Mercer,  1999 
Compared with primary and secondary education, higher education is still some way off saturation across the EU. 
The current level, of around one third of young persons participating in it,  is likely to double over the next decade. 
The most dramatic expansion will, however, be seen in education following on from initial education and training in the 
framework of lifelong learning (LLL). The emerging need for LLL is most clearly underwritten by the predicted need to 
retrain 80% of EU workers over the next decade - as their existing jobs are destroyed by radical changes in technol-
ogy. This training will shift from the existing conventional forms of in-house on-the-job training. Instead, the need will 
be for longer-term education - providing intellectual frameworks for individual development- rather than shorter-term 
training - providing immediate job skills for employers. The EC's initial role may be to set and monitor standards and 
to 'certify' providers, and the resulting new qualifications will need to be recognised across the EU. 
Knowledge and learning. Towards a Learning Europe. By J.P.  Gavigan, M.  Ottitsch and S.  Mahroum,  1999 
The commitment to  continuous learning and the generation of new knowledge is justified by the significant contri-
bution of knowledge to economic growth and employment. Some basic features are addressed in this panel report: 
•  In a learning Europe, a shift takes place from a 'frameworks' model of learning to a focus on 'People'. This con-
cept puts citizens at the centre and provides a strong human dimension for the development of European inno-
vation and research areas. 
•  The  pursuit of European  excellence  requires  a more comprehensive definition and  understanding of knowl-
edge and learning and their transformation into a coherent learning system adapted to the changes in  society 
and economy. 
•  The  most  pressing  knowledge  and  learning  priorities  relate  to  technical  and  tacit  knowledge.  Specialised 
knowledge, general literacy and a Europe-wide learning culture has to be realised at the community, individual 
and organisational level. 
•  In view of failures of education and training, e.g. concerning ICT literacy, fostering self-motivated learning, atti-
tudes of openness, curiosity and  responsibility are increasingly needed. Quality and  relevance should be  the 
main layers of reforms and curricular improvement. 
•  Lifelong  learning  is  still  far  from  reality  and  should  be  on  top  of the  policy  agenda.  Demographic  ageing, 
unequal access of target groups to continuing training, and other problems call for a lifelong as well as a life-
wide learning over time and in different contexts and environments. 
•  Linking  individual  learning  to  collective  learning  levels  (private  and  public  organisations,  and  in  particular 
SMEs)  by networking,  cooperation  and  partnerships  requires,  among  other things,  knowledge  management 
and intellectual accounting practices. This should be supported by public policy and promote an  EU-wide inno-
vation culture. 
•  European knowledge infrastructure: A Learning Europe must accommodate the preservation and deepening of 
the rich diversity of knowledge and learning traditions. A balance must be found between the internal configura-
tions of European knowledge infrastructure and a global orientation and openness at all levels. Regional devel-
opment policies have to counter tendencies towards a division into knowledge centres and knowledge peripheries. 
•  The EU  needs to accentuate a more global involvement in the generation and flow of knowledge. This applies 
to human capital mobility schemes, education and training, research and development as well as to joint-ven-
tures and firm alliances. 
The engagement of all kinds of stakeholders in  an  interactive policy discussion has a strong impact on  the  effec-
tiveness and relevance of the policies derived. A participative learning-for-policy approach can be found in  several 
EU  initiatives and  strategies.  To  attain a true  'learning European' would  benefit from  such  a policy and  would be 
well suited to handle issues which are beyond the reach of individual stakeholders, for example: accreditation, val-
idation  and  recognition  of formal  and  non-formal skills;  cross-border systems of distance education  via  ICT net-
works; the cultivation of pan-European knowledge and competences, e.g. redundancy of knowledge infrastructure, 
European centres of excellence, accentuation of local knowledge and abilities. 
Mosaic living. By R.  Sease,  1999 
The  report  attempts  to  build  a  scenario  of emerging  lifestyles  characterised  by  greater mobility,  diversity  and 
change.  Patterns of changing lifestyles are: 
•  Ageing and increase of retired people with greater diversity in  life style will have implications for pensions and 
jobs. 
•  Families and households will become smaller, and  personal relationships will be  more varied. 
•  An  increasing number of women is  highly qualified and professional allowing them to develop  "ru~..,~rru~rrL 
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life  style  and  work  careers.  Growth  of entrepreneurship  and  self-employment,  flexible  and  non-standard 
employment and working time are some more patterns of future work. 
•  Student numbers in  tertiary education will  increase,  equally opportunities for lifelong  learning,  supported  by 
ICTs. 
•  Spending on food will decrease in favour of spending on  health, medical products and  leisure. Single person 
households and ICTs will be key factors driving future retailing trends. 
•  Mobility of people is supported by mobile communication. The growth of households 'on-line' will affect retail-
ing  and  corporate  marketing  and  selling  strategies.  However,  socio-demographic  and  cultural  patterns  will 
largely determine the  utilisation of new technologies, work patterns and life styles characterised by a shift to 
'mosaic living'. 
The wider picture. Enlargement and cohesion in  Europe. By M.  Weber,  W.  Meske and K.  Ducatel, 1999 
If the plans of the European Commission become reality,  before the end of this decennium the enlarged European 
Union will cover 28 countries with about 500 million people. It will represent the largest (by purchasing power) com-
mon market in the world. This is a unique chance for Europe's enrichment by diversification in culture and experi-
ences,  economic and  social structures.  Enlargement,  however,  will  not only have  major implications for Eastern 
Europe, but for the EU  15 as well. 
The higher numbers of Member States with their diversion in language, culture, religion, education and welfare has 
to  be  managed by appropriate mechanisms. There is a definite need to encourage creation of SMEs, to develop 
the service sector and to  increase the  productivity and  competitiveness of the former national industrial and  agri-
cultural production units. 
Economic  catching-up  should  be  combined  with  a  general  shift  towards  the  knowledge-based  economy.  This 
remains  a big  challenge for the  candidate  countries as well  as  for the enlarged  Europe as  a whole.  One of the 
hopes for a more rapid transition and cohesion is that the candidate countries enjoy a developed educational sys-
tem,  a  relatively  large  science  and  technology  base  as  well  as  well-educated  and  skilled  people.  Institutional 
reforms should  bridge the  gap between  industrial requirements,  science and  research  outputs and  an  adequate 
supply of well-trained workers. 
The societal bill: financing social protection and a sustainable environment. By G.  Fahrenkrog and L.  Del-
gado, 1999 
In the next decade, European public finance is confronted with a number of choices. Ongoing developments affect 
the financing of pensions, social protection, health system, education and environment protection. The picture that 
emerges shows  that the  next few years  also open  a 'window of opportunity'  in  which to  reorganise some basic 
agreements on which these systems have been built. This picture is based on following trends: 
•  Expenditure on  social  protection  in  unlikely to  decrease. All  trends  indicate that expenditure on  health care, 
disability allowances,  retirement and  pensions,  family and  child  benefits,  expenditure on  unemployment and 
social exclusion will either remain stable or follow their in-built tendency to grow. 
•  Social  benefits are an  essential  part of the  mechanisms of resource  allocation.  Social  transfers  (other than 
pensions), particularly to reduce the poverty rate, have been streamlined in the last decade. Further reductions 
may be difficult. However, new life styles and changes of work may create a new income and wealth distribu-
tion, but may also generate a 'new poor'. 
•  Investments in  education and training,  as  far as  publicly funded,  are influenced by demographic change and 
changing participation rates. An increase of the latter to  raise the quality and skill level of populations may be 
favoured by redundant resources in the course of demographic decline. Two developments, however, could sti-
fle  further improvement in  education:  (1)  the  built-in inertia of the traditional education system and  its  resist-
ance to change; (2) new needs for training and retraining beyond initial education and training - lifelong learn-
ing- may pose new demands on  public budgets, too.  However,  an  increasing part of education may happen 
outside the  established systems,  and  its  financing  might be  (partly)  public and/or private. There  is  a danger 
that  public expenditure  constraints  might tempt governments to  cut expenditure despite the  high  returns  to 
more and better education in the future. 
•  Environment protection becomes more and more important as Europe plays a major role in shouldering the bur-
dens which are being placed on the sustainability of our planet. However, it is difficult to get an overview of how 
all these added costs will influence public expenditure. According to several estimations, Council directives and 
EU legislation, increased expenditure is to be expected: on water treatment, to reduce air pollutants, to clean up 
soil contamination and to reduce emissions in order to prevent climate change and global warming. 
The reports and conference papers are summarised in: 
IPTS Futures project. Synthesis report. IPTS, 2000 (more information: http://www.jrc.es) 
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Box 4.18: Scenarios and strategies for VET in  Europe 
The  scenario project was  launched  by  Cedefop  in  joint operation  with  the  European Training  Foundation  (ETF, 
Turin) in  late 1999. The scientific-technical coordination was entrusted to the Max Goote Expert Centre (MGK) at 
the Amsterdam University. Five EU Member States (Austria, Germany, Greece, Luxembourg/ Belgium94, the United 
Kingdom) and five candidate countries (Czech Republic, Estonia, Hungary, Poland and Slovenia) are participating 
in  the project.  Its  aim  is to develop alternative scenarios and  strategies for the  future development of vocational 
education and training by around 2010. The results may serve as tools for strategic discussion and planning. 
Three contextual environments were distinguished: 
(a)  economy and technology; 
(b)  employment and labour market; 
(c)  training, skills and knowledge. 
A common  questionnaire was  sent to  a number of stakeholders  and  experts  in  the  participating countries.  The 
results of this enquiry were evaluated and discussed at national level as well  as at European  level. A number of 
trends identified for the three environments were analysed95 and clustered to scenarios. 
The scenarios common to all  participating countries indicate: 
•  within the 'economy and technology' context, (a) the importance of partnerships and cooperation between pub-
lic and  private organisations, companies and training providers; (b)  economic restructuring of companies and 
networking in order to improve competitiveness; 
•  within the 'employment and labour market' context, (a)  changes in the workplace towards multiculturality, ICT 
utilisation, knowledge management and social skills; (b) increasing flexibility of labour, in terms of new combi-
nations of work, training and geographic mobility; 
•  within the context of 'training, skills and  knowledge',  (a) the need for flexibility of training programmes in view 
of the growing demand for general, social and communication skills; (b)  the changing roles of VET providers 
to  adapt to  regionalisation,  decentralisation and  a different relationship with  SMEs;  (c)  the  increasing social 
task of training,  by which older employed, unemployed and groups at  risk of social exclusion should benefit 
from vocational training; (d) individualisation in that individuals will become more and more responsible for the 
outcomes of education and training. 
Out of the numerous strategies related  to  these trends, the following were common  and  relevant to all  countries 
participating: 
•  within the 'economic and technology' environment: (a)  improve the incentives for all actors to engage in train-
ing; (b)  anticipate specific needs; (c) encourage learning organisations and  knowledge management; 
•  within the  'employment and  labour market' context:  (a)  modern workers and  work contracts are  required  as 
well as  (b) supportive structures and measures for groups at risk; 
•  concerning  the environment 'training,  skills and  knowledge',  strategies are  needed (a)  to  improve the  trans-
parency of qualification structures and mobility; (b) to foster personal development and to combat social exclu-
sion; (c) to provide basic skills and to concentrate on specific age groups; (d) to convince individuals to invest 
in their own training. 
Scenarios  and  strategies  were  also developed for each  of the  participating  countries,  with  some  differences in 
nuance from the European dimension. Furthermore, a number of actors responsible for these strategies have been 
identified. The main actors in  all three contexts are the national State and European institutions. 
The second phase of the project, carried out in 2000/2001, concentrates on several aspects: 
•  to improve the structuring, consistency and robustness of scenarios and strategies; 
•  to develop 'overarching' scenarios across the three contexts; 
•  to identify concrete instruments and measures within the strategies and to develop a tool to stimulate discus-
sion between stakeholders at national and European level. 
Source: Cedefop,  European Training Foundation (ETF), Max Goote Expert Centre MGK, 2000a, b.  The report on 
phase  1 is available through Cedefop's electronic training village (www.trainingvillage.gr/etv/scenarios/index.asp). 
Country reports are available on  request (contact: Cedefop's project managers Burkart Sellin [bs@cedefop.eu.int] 
or Manfred Tessaring [mt@cedefop.eu.int]). 
94 These two countries were investigated together. 
95  Method: exploratory principal component analysis (PCA). 
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Individual performance, transition to working life 
and social exclusion 
Chapter 1 of  this Part reviews the determinants of  training and their impact on individual performance. 
The  works conducted do  not always make it possible to draw clear and convincing conclusions although 
training clearly has a significant impact on pay and other performance indicators. 
The period of transition from  education to  working life has been attracting the attention of researchers 
and policy-makers for over ten years. The  dynamics  underpinning this period have  to  be understood if 
policies are to be better targeted. Chapter 2 reviews comparative research on transition. 
The  review of  the problems facing young people as they make their transition from the education system 
to working life is followed by an analysis of  peoples situations during the following stage, when they have 
arrived in the labour market. This section looks at the cases of  people whose routes could be termed dif-
ficult.  'Target groups' are made up of  people who have difficulty gaining a foothold in the labour market 
-or more generally in society- and for whom special measures are implemented. This is followed by an 
analysis of  the role that training can play in promoting social integration. 
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369 1. Training and individual 
performance
1 
This  chapter provides a review of research work 
on the individual determinants of  participation in 
initial and continuing training and on the impacts 
of  training on wages, unemployment, productivity 
and mobility,  among  other things.  Training  has 
significant positive effects on individual perform-
ance and, in  general,  is  able to  explain a major 
proportion of the  variation  in  wages  and other 
variables. However, there are considerable differ-
ences  among  the  research  findings.  Research 
results  on the  incidence and impacts of training 
depend  on  the  national  education  and training 
system, and on the nature and quality of  data and 
research  methods.  Furthermore,  individual  het-
erogeneity  and  self-selection  often  hamper  the 
clarity of  results. 
There  is  significant evidence  of a  positive rela-
tionship  between education, training  and  labour 
market  performance.  Skills  and  competences 
acquired  in  education,  training,  in  and  off the 
workplace, are seen as the most important prereq-
uisites  in  the  knowledge-based  economy.  This 
belief is mostly based on aggregate figures which 
suggest a  clear hierarchical pattern in  European 
labour markets. These patterns  have been rather 
stable over time and have been addressed in sev-
eral parts of this report. 
However, aggregate data for the whole workforce 
or for large groups tend to hide particular trends 
and structures. Individual performance over time 
and age can only be adequately analysed by using 
microdata,  in  particular  longitudinal  or 
panel/cohort data. 
Moreover, it is not possible to conclude on the basis 
of aggregate figures that the observed relationships 
between skills and performance are the direct result 
of  education and training.Analyses which take into 
account numerous 'intervening' variables (such as 
age,  sex,  social  background,  work  experience, 
innate abilities, etc.) require, in principle, individ-
ual data and econometric methods which explain 
the separate contribution of  each of  these character-
istics to labour market performance. 
1  This  chapter  is  in  major  parts  based  on  the  paper  of 
F.  Pfeiffer, 2000:  'Training and individual performance: 
evidence from microeconometric studies'. Contribution to: 
Descy  &  Tessaring,  eds.  Training  in  Europe.  Second 
report  on  vocational  training  research  in  Europe  2000: 
background report.  Luxembourg:  EUR-OP.  Vol.  3  (pub-
lished 2001). 
Training and individual performance 
Simple statistical correlations between schooling 
and outcomes (such as earnings) might be biased 
due to omitted variables and self-selection: it is not 
possible to compare the impacts of an individual 
participating in training with the same individual in 
the case where he/she would not have participated 
in that training ('comparison problem'). 
1.1. Individual choice of education and 
training 
Normally, individuals have the choice between sev-
eral  alternatives  and  actions.  They  can  choose 
between different education routes,  training  pro-
grammes or jobs. However, the realisation of this 
choice depends on the training and labour market 
situation and on individual abilities and (e.g. finan-
cial)  possibilities.  Individual  training  decisions 
reflect, among other things, expectations about the 
outcome and benefits of training.2  The considera-
tion that other people may also decide to  acquire 
higher skills also plays a measurable role in individ-
ual behaviour (Heckman, Lochner & Taber, 1999). 
Another  important  aspect  is  the  timing  of 
investment in  human  capital. Among  other 
things, timing depends on compulsory school 
regulation, individual abilities, labour market 
situation and career plans. This consideration 
suggests that the decision to undergo a par-
ticular  training  measure  is  embedded  in  a 
framework  of internal  and  external  condi-
tions. Training decisions depend on how, and 
by whom, education and training is financed, 
on its content, qualification  and assessment 
as well as on information on future benefits. 
Therefore, analyses of the impact of training 
should not be isolated from its context. 
1.2.  Impact of training 
This chapter deals with the impact of training and 
skills at the individuallevel.3  Since 'training' can 
take manifold forms  and is  organised differently 
in  different countries  (and  even  within  a  single 
country)  we  will  only  highlight  some  current 
empirical  research  results.  'Individual  perform-
2  For a discussion on individual vocational choice and the role 
of vocational guidance see Tessaring (1998b, pp. 119 ff.). 
3  The  macroeconomic  impact  of training  - such  as  eco-
nomic growth, productivity and competitiveness, innova-
tion and social cohesion - plus the impact of training on 
enterprise performance have been discussed in Parts 3 and 
4 of this report. 
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ance' in this context denotes the visible outcomes 
of training (and higher skills); less visible or indi-
rect indicators such as  a higher reputation, social 
status, health, democratic participation, values or 
'nobility' associated with higher qualification will 
not be addressed here  (see Tessaring,  1998b, p. 
65; OECD, 1998d, pp. 66ff.; see also Chapter 2 in 
Part 4 of this report). 
A number of indicators for education and training 
outcomes  have  been  analysed  in  empirical 
research. These are, for example, impacts on: 
$  earnings, wages or individual monetary returns; 
~  productivity; 
*"  job search and tenure in the first job; 
0  hours of work; 
•  precariousness of jobs; 
•  over- or underqualification; 
*  upward mobility; 
.,  regional and occupational mobility; 
~  employment prospects, career; 
4jt  unemployment spell; 
•  becoming self-employed; 
•  participation in continuing training. 
Several of these impacts have also been discussed 
in Parts 3 and 4 of this report. 
These impacts cannot be attributed to educa-
tion and training alone but are also influenced 
by other-observed or not observed - personal 
characteristics ('background variables'). It is a 
challenge for empirical research, and the meth-
ods used, to filter out the direct and indirect 
impacts of education and training and respec-
tive  skills. Furthermore, it is  data quality as 
well as  the nature of skills and competences 
included in these data, that determine whether 
or not the results achieved are reliable. 
1.3. Methods, data and measurement 
1.3.1. Econometric methods4 
Most quantitative  measurements of the  determi-
nants of training and its impacts use econometric 
methods  which model  the  decision  to  train  and 
the  outcome of training simultaneously. Most of 
these also explicitly take care of the self-selection 
problem mentioned above. 
4  See for the following discussion Pfeiffer (2000). 
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The problem of impact measurement in social sci-
ences5  when  compared  with  natural  sciences  is 
that social programmes cannot be easily isolated 
from  real  life  processes  (with  the  exception  of 
psychological  experiments).  The  main  task  of 
research  is  to  measure  the  impact  of the  pro-
gramme despite the fact  that many other factors 
simultaneously influence participating individuals 
and thus the desired outcomes. 
Individual benefits of  training are usually identified 
by  the  difference  between  two  outcomes:  one 
observed (for individuals included in a sample), and 
the other one not observable (for the same individu-
als if they had not participated in the training pro-
gramme). To assess the impact of training, one has 
to rely on estimates which can be based on a 'con-
trol group' of people without training. Obviously 
this group of people should be identical with the 
people participating in training with respect to all 
relevant characteristics (whether they are observed 
or not) and the environment in which they live . 
Self-selection  (and/or  programme  selection) 
occurs if participants in training are not a repre-
sentative  random  sample  of  the  population  or 
workforce. Those individuals  who see  compara-
tive  advantages  or  higher  benefits  in  training 
might have a higher probability or inclination of 
participating in training programmes. A compari-
son  of the  outcomes  (e.g.  earnings,  unemploy-
ment spell) between participants and non-partici-
pants in training thus might be seriously biased. 
Advanced  econometric  methods  explicitly 
attempt to take care of the self-selection problem. 
The comparison problem is finding such a control 
group. The precision and accuracy of the estimate 
will depend on the precision and accuracy of the 
control  group.  While  some  researchers  believe 
that the comparison problem can only be resolved 
by  means  of  social  experiments,  others  have 
developed  statistical  and  econometric  tools  for 
unbiased  estimates  of training  impacts  with  the 
help of non-experimental data. 
•  In classical 'social experiments', prospective 
programme  participants  have  been  randomly 
divided  into  one  experimental  and  one  control 
5  For an  in-depth  discussion of the  methodological  issues 
see  Heckman,  LaLonde  &  Smith  (1999).  Discussion  in 
this  chapter  will  concentrate  on  the  determinants  and 
effects  of training  with  the  exemption  of training  pro-
grammes as  part of the active labour market policies for 
the unemployed. For an extensive literature survey on the 
impact of active labour market programmes in the United 
States  and  Europe,  see  Heckman,  LaLonde  &  Smith 
(1999). group. Given this research design, the difference 
between the outcome in both  groups  must be  a 
result of the programme if all other conditions are 
similar. Since social experiments are rarely used in 
Europe, current research into the determinants and 
impact  of training  in  Europe  depends  on  non-
experimental data and adequate econometric tools. 
•  A second method is the comparison of individ-
ual outcomes before and after participation in VET 
in the  framework of an econometric model  (see 
Blundell et al.,  1997; Pannenberg, 1997; Pischke, 
1996). Information on previous 'performance' is, 
however, often not available, for  example when 
people are young and have no labour market expe-
rience before entering VET. Therefore, the com-
parison of trainees and non-trainees, taking care of 
the selection problem with econometric methods, 
is the most common way of taking advantage of 
non-experimental comparison groups. 
•  There might also be intentional and uninten-
tional  outcomes  of  training,  which  are  either 
favourable or unfavourable for the individual, firm, 
region or industry, or for the whole economy. Most 
econometric studies investigating training analyse 
the direct intended impact for certain favourable 
variables such as wages, productivity, employment 
prospects, etc. However, secondary effects cannot 
be excluded empirically a priori. If  some firms, for 
example,  provide  excellent  training  for  their 
employees  and thus  are more competitive, other 
firms,  in consequence, might lose market share, 
and their employees may have a higher probability 
of  being dismissed. Such negative
6 indirect effects 
are, however, difficult to  trace, and their assess-
ment often requires costly research design. 
1.3.2. Data and research design 
Studies on the individual determinants of training, 
and its impact on wages and subsequent working 
career, which take into account observed charac-
teristics (such as  age, gender, skills, labour mar-
ket  conditions)  as  well  as  unobserved  factors 
(such as motivation or innate abilities) are based 
on microdata. The units of observation are either 
individuals, firms or both.7 The aim and scope of 
the data differ considerably. Not all are collected 
for studying VET-related issues exclusively. 
6  'Negative' from the viewpoint of the firms or individuals 
affected. 
7  There is a tendency in empirical work to match employee-
employer  data  (see  Hellmann  et  al.,  1999;  Bratberg  & 
Nilsen, 1998; Entorf & Kramarz, 1997; Krueger & Rouse, 
1994 and Part 3, Chapter 6 of this report). In this chapter 
we concentrate on the individual level. 
____  __  ____  __  ____  ____________  _____  _  _____________  Training and individual performance 
1 .3 .2 .1. Cross section and longitudinal data 
At the individual level, we can distinguish roughly 
between two kinds of  data relevant for VET issues: 
cross section and longitudinal data (see Figure 5 .1 
and Box 5.14 below). Both are based, in principle, 
on surveys of  individual persons,8 carried out once, 
repeatedly or on a regular basis. The difference 
between cross-section data and longitudinal data is 
that the former - if done repeatedly - collect infor-
mation on individuals who are not identical from 
one survey to the other.9 In longitudinal surveys, on 
the other hand, the individuals remain identical in 
all subsequent surveys. 
Repeated  cross  section  data  normally  do  not 
allow  for  an  analysis  of longitudinal  processes. 
However, if cross  section data contain informa-
tion on constant (invariable) characteristics  such 
as  age  plus  sex, etc., it  is  possible to  construct 
'pseudo'  cohorts  by  comparing  the  same  (age) 
group  of people  over  time.  In  such  cases,  the 
composition  of  any  particular  group  consists 
mainly of identical groups of individuals at two 
or more points of time, only changed at the mar-
gins, i.e. by deaths, emigration (outflows) and by 
immigration (inflows).  10 
Longitudinal data usually contain a larger number 
of individual  characteristics  than  cross  section 
surveys. They allow  for  the  analysis  of interac-
tions  of  these  variables  as  well  as  for  their 
changes. Furthermore, analyses of changes of the 
states of single individuals, and thus of transition 
behaviour over time and its determinants, become 
possible. Individual longitudinal data are the basis 
for  constructing panels or  'genuine' cohorts  and 
for taking into account numerous factors of influ-
ence  on training  behaviour and  outcomes. Thus 
longitudinal  data  are  the  preferred  basis  for 
econometric analyses of processes over time. 
The different types of  data have specific advantages 
and  disadvantages  for  investigating  VET-related 
issues. Cohort data provide valuable information 
for a well-defined cohort of persons, but no infor-
mation on individuals of other cohorts. Differences 
8  Besides these, there  exist data which stem from  official 
registers  (e.g.  social insurance statistics, residence regis-
tration offices, training or labour market programmes and 
the like). 
9  However, there are exceptions. Thus, in the annual Ger-
man microcensus, for example, only one part of the sam-
ple population is exchanged every year. The others remain 
in the sample for several subsequent surveys. 
10 These  in- and  outflows  will  increase  in  quantitative 
importance over time. Births represent new cohorts which 
add up to the existing ones. 
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between different cohorts can only be studied if 
other cohorts are investigated in parallel. Cross sec-
tion data, in contrast, do not allow, for example, the 
disentangling of age and cohort effects (Box 5 .1). 
Longitudinal studies based on panel data or 
on the  simultaneous investigation of several 
cohorts  might  overcome  these  restrictions. 
Individual biographies, such as lifetime earn-
ings profiles or education, training and work 
histories can, in principle, be investigated if 
the time period is long enough.11 
IBc---------
1  , .  ~x 5.1: Cohort, age and period effects 
When  measuring  flows  (of  individuals)  over  time, 
changes  can  be  assigned  to  three  effects:  cohort, 
age and period effects. These three dimensions can 
be illustrated as follows: 
Period 
(time) 
1969 
1970 
1971 
1972 
1999 
2000 
Age!  a) 
<1  2 
COH: Cohort (same year of birth); 
* =  born during this year. 
(a) Completed age on 31 December. 
Source: Based on Plewis,  1985, pp. 9 ff. 
29 
The basic relationship between these effects is: 
30 
Age=Period (calendar year)-Cohort (year of birth) 
This relationship  is,  of course,  a tautological  one12, 
but serves for a better understanding and analytical 
distinction between the three effects. 
•  'Cohort  effects'  point  to  differences,  e.g.  of 
participation rates in VET, when two or more cohorts 
are compared with each other. They thus denote dif-
ferent patterns of (training) behaviour between gen-
erations.  It  is  shown  empirically,  for example,  that 
11  The German Socio-economic Panel, for example, contains 
biographical records for all persons surveyed for the first 
time in 1984. 
12 If  we investigate 15  year-old pupils 1995 (December 31), 
it  is  clear that  they  are  born in  1980. Therefore, if two 
dimensions  (e.g.  age  and  calendar  year)  are  given,  the 
third one (year of birth) is determined automatically. 
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considerably higher for the younger generation  tha~  J 
for older people. 
•  'Age effects' relate to 'typical' changes of states 
(e.g.  completion  of training  and  transition  to  work; 
retirement age)  within  the  lifecourse of one  cohort. 
However,  these typical  age  patterns have  changed 
considerably: younger cohorts stay longer in educa-
tion  and  training  and  start  work  at  higher  ages. 
Equally, retirement age is tending to decrease. 
•  'Period effects' concern exogenous framework 
conditions in a certain period of time,  such as wars, 
oil  crisis,  high  unemployment,  shortage  of training 
places, but also rapid diffusion of new technologies, 
European  integration  etc.  Period  effects  influence 
the whole  population,  i.e.  all  'cohorts', according to 
their age  and  particular status  in  that period.  They 
might affect  participation  in  initial  training  of young 
people,  transition  to  work  of  young  adults,  and 
employment conditions for older people. 
The  simultaneous  consideration  of age,  cohort and 
period  effects  in  a model,  where  a certain  variable 
(e.g.  participation in  training) is  made dependent on 
these effects, causes the so called 'identification prob-
lem': because of the tautological relationship between 
the three effects the model is overdetermined. 
However, longitudinal data might be affected by the 
problem of comparison of  variables and other infor-
mation over time  and also by fluctuations  in  the 
business cycle or  political and other events. Changes 
in the definitions  of earnings, working conditions 
and hierarchies over longer time periods might lead 
to spurious correlations in empirical work. 
Figure 5.1  illustrates  the  different types  of data 
used in social and economic analyses of training 
and skills (and, of course, of other issues as well). 
Box 5.2: TSER project 'European panel analysis' 
The  panel project has two objectives: 
(a)  to produce a comparative European longitudi-
nal  micro-database  on  employment,  income  and 
social  protection,  living  standards  and  family  or 
household  circumstances,  combined  with  other 
European panel materials to extend the topical cov-
erage  and  historical  range;  and  also  to  negotiate 
with the responsible national authorities,  in  partner-
ship with  Eurostat, for release  of these data-sets to 
other researchers; 
(b)  to  use  this  database in  the  investigation  of a 
number of issues: 
•  the  nature  and  dynamics  of social  exclusion 
and  integration,  and  their  causes  and  conse-
quences; --~--------------------------------------------------------------------------------------------------------------------------- ------------------------------------------- Training and individual performance 
Cross section analysis 
single cross 
section, e.g. single  . 
multiple cross 
sections, e.g. 
survey 
strcture at a 
given date 
(e.g. by levels 
of qualification, 
age, sex) 
Source: Authors. 
repeated surveys 
l 
comparison of 
structure over 
time (e.g. change· 
of qualification 
structure) 
artificial cross 
section moves 
(net change, e.g. 
of sectoral 
employment) 
·-----, 
•  specifically examining  and  seeking  to  explain  I 
similarities  and  variations  among  Europea~ coun-
tries  in  terms  of the  pattern  of  household  1ncome  I 
stability or instability over time,  movement into and 
1 
out of different form? of. employ~ent  st~tus, and for- 1 
mation, growth, dim1nut1on and d1ssolut1on of house-
1 
holds.  I 
Coordinator.  J.  Gershuny,  E~RC  .Research  Centre  I 
I  ~~ Micro-Social  Change,  Umvers1ty  of Essex,  UK.  I 
~mail: gershuny@essex.ac.uk 
Longitudinal analysis 
aggregate cohorts 
(follow-up of persons 
with same invariable 
characteristics, e.g. 
birthyear, sex) 
net moves between 
different states (e.g. 
balance of transitions 
from education to 
work and from work 
to education/training) 
individual data 
or records 
trajectories, 
follow-ups, lifecourse, 
inflows, outflows 
(moves/transitions 
between different 
states) 
genuine 
cohorts 
(moves of 
individuals 
over time) 
demo-
graphic or 
educational 
accounting 
systems 
I 
retrospective 
cohorts, 
biographies 
prospective 
cohorts, 
panel 
1.3  .2 .2. Empirical basis of  research on 
individual performance
13 
In the follow we will concentrate on four types of 
data  and  will  describe  some  results  of selected 
studies. The data are of the following types: 
(a)  cross sections (CS); 
(b)  repeated cross sections (RCS); 
(c)  cohort data (CD); 
(d)  panel data (PD). 
13  See for this and the following sections Pfeiffer (2000). 
323 Part five  - Individual performance, transition to work and social exclusion  ..... 
Table  5.1  gives  an  overview  of the  main  data-
bases used for analyses of education and training 
aspects at individual level: 
•  the two  examples cross-section (CS)  surveys 
are  samples  of a  well-defined  population  at  a 
point  in  time.  The  Dutch  wave  of the  Interna-
tional Adult Literacy Survey is based on a sample 
of  the  whole  Dutch  population  in  1995;  the 
French Survey on Education and Qualifications is 
based on a sample of the adult French population; 
•  examples of repeated cross sections (RCS) are 
the German Qualification and Career data, a rep-
resentative  sample  of  employees  surveyed  in 
1979, 1985, 1991  and  1999;  the German Labour 
Force Survey, a representative sample of the pop-
ulation surveyed every year (NB:  regular labour 
force  surveys exist in  all EU countries);  and the 
Swedish Level of Living Survey, a representative 
sample  of the  Swedish  population  surveyed  in 
1968, 1974, 1981  and 1991; 
•  cohort data (CD)  consists of all persons or a 
sample of persons  born in a certain year.  These 
persons  are  either  interviewed  once  retrospec-
tively (as  in the  German Life History Study, the 
Brabant Survey, the Norway Survey and the Lan-
cashire Career Data Survey), or are followed dur-
ing their life on a regular basis. An example for 
the latter is  the English National Child Develop-
ment Study; 
•  the last type of data sets are panel data (PD). 
The same individuals are  surveyed repeatedly at 
different time points. Three studies in Table 5.1 
build on individual panel data: the Dutch Biannual 
Labour Supply  (since  1992);  the  German Socia 
Economic  Panel  (annually  since  1984);  and  the 
Norwegian social insurance data (since 1989).14 
The recent Employment Outlook (OECD,  1999a, 
not mentioned in Table 5 .1), refers to  a study of 
the determinants and wage impacts of continuing 
training  in  seven  OECD  countries:  Australia, 
Canada,  France,  Germany,  United  Kingdom, 
Italy,  the  Netherlands.  The  analyses  are  also 
based on microdata. For a description of the data 
sets, which look quite promising for microecono-
metric  research  on  training  issues,  see  OECD, 
1999a. 
14  A comparable database is the German employee statistics 
(Beschiiftigtenstatistik)  based  on  social  insurance  data 
records for individuals. The statistics started in 1973  and 
provide  annual  information  on  the  total  number  of 
employees covered by social insurance. Samples of differ-
ent  sizes  have  been  constructed  by  the  Institute  for 
Employment Research (lAB) and others. 
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The  data  designs  compiled  in  Table  5 .1  differ 
according to  the main focus  of the surveys. The 
following broad aims can be distinguished: 
•  the main objectives are the study of the deter-
minants and impact of education and training; 
•  the main objectives are  also related to educa-
tion and training; 
•  the objectives focus  on a different set of top-
ics;  meaningful  questions  on  education  and 
training are included. 
The  lessons  to  be  learned  from  empirical 
work seem to be that there is no single ideal 
data set for  all research problems. An ideal 
data set will depend on the goal under inves-
tigation  and on financial  resources  as  well, 
since conducting surveys - in particular lon-
gitudinal ones - is expensive and it takes a 
long time until results are available. 
1.3  .2 .3. Surveys at European or international 
level 
In the past years in OECD and/or European coun-
tries, several major surveys have been conducted 
to  provide  harmonised  training  statistics:  the 
International Adult Literacy  Survey  (IALS), the 
Community  Labour  Force  Survey  (CLFS),  the 
OECD/INES  (Indicators  of Education  Systems, 
based on national  statistics), Eurostat's Continu-
ing  Vocational  Training  Survey  (CVTS)  1994 
(reference year:  1993)15 and the  European Com-
munity  Household  Panel  (ECHP)16.  These  sur-
veys  provide  valuable  insights  into  training  or 
related  matters  across  different  countries.  Com-
parative VET research based on cross section data 
now has become possible. 
However,  measured  participation  rates  in  CVT 
differ  significantly  between  the  four  surveys 
(OECD,  1999a, pp.  142 and  144), which is  pre-
sumably a result of different definitions of train-
ing  between  the  surveys  and,  furthermore,  of 
sample  sizes.  To  give  the  reader  a  numerical 
example  of the  diverging  participation  rates  in 
career  or  job-related  training:  in  Germany  this 
rate amounts to 20% according to the IALS, 4.2% 
according  to  the  CLFS, 3  3 .3%  according  to  the 
15  The CVTS is being repeated in 2000. 
16 The ECHP contains only limited information on education 
and training related issues (e.g. education-related income 
transfer). Description  Country/  Type(a)  Aims<b)  Unit of  Sample  Start  Frequency of 
(acronyms in brackets)  region  observation  Interviews 
German Labour Force Survey (GLFS)  D(c)  RCS  B  individuals  Representative sample (1 %) of the population  1981  1 year 
German Life History Study (GLHS)  D(c)  CD  A  individuals  Representative sample of cohorts born in:  retrospective 
1929-31' 1949-51' 1954-56, 1959-68  surveys 
--·---~~~~......_..--
German Socio-Economic Panel {GSOEP)  D(c)  PD  B  individuals  Representative sample of the population  1984  1 year 
•  ~  ~-- H- M- ~...._.- ~.-.- _'""  __  ,.., _____  ~"  -~  0>  M' '----- --~·-- _...,_ -.-.---·--- ~--••  ~--J- ~------ ___  ..,_ --·  -·--•-s--•-ss,__, ____ ,  ______ ...__ _______ ,  ___ 
~·----•-s ,_, _______ ., ___ ,  ________ ,_  •-•- JJ "'"'  •- -·-·  ''  ...... 
Qualification and Career (Q&C)  D  RCS  A  individuals  Representative sample of employees  1979  1979/1985/1991 
French Survey on  Education and  F  cs  A  individuals<d>  Representative sample of French adult  1993 
Qualifications (FQP)  population 
8.  c:~uc:~••l Survey (BRAS)  NL  CD  B  individuals  Cohort 6.  Class 1952  1952  1952/1983 
'-·--·---- -·-- ----~~-~-~-~-~-~-··J··-----~-~-------·-------··--·-··---------~-~~------~  J  J~J'  ---~~--·~------~--~J~------
Dutch wave of the International Adult  NL  cs  B  individuals  Representative sample of the population  1995  once 
Literacy Survey {DIALS) 
. --~  ~--------~--~---~~-- ~~-----·-----~~-~~  --~-.....,._.~-----~--~---·  ~~~~--------~-~-~  ...... 
Dutch biannual Labour Supply Survey  NL  PD  B  individuals  Employees 1994  1992  biannually 
(OSA) 
Social Insurance Data {KIRUT)  N  PD  c  individuals  1  0 % sample of the Norwegian population  1989  regularly 
--· 
-~-- -~~~---...._,~  ..... ---.  ......  ~  ....... .._ ....... ~--~~~--...  ~~-.-..~--- ...........  ,_-~--~~~~-~~--........................ _"". ·--- ~~~~~-~  ... ~~------~~  ....  ·~-~  . -~~--..  ...... ~~  ...  ~  ... -----·  .....................  ~ --· 
Norway Survey {NORS)  N  CD  B  individuals  Cohort of people born from  1956 to 1958  1975  1975/1981 
Swedish Level of Living Surveys (SLLS)  s  RCS  B  individuals  Representative sample of the Swedish  1968  1968/197  4/1981 I 
population  1991 
l~c:~i:lu••c:~•  Child Development Study  UK  CD  B  individuals  Cohort of people born in  1958  1958  1958/1965/197  4/ 
("-CDSJ  1981/1991 
Lancashire Career Service Data {LCSD)  UK  CD  A  individuals  Cohort of school leavers  1991  1 year 
(a)  Type: CD= cohort data; CS =cross sections; RCS = repeated cross sections; PD = panel data. 
(b)  Aims: A= the main objectives are the determinants and the impact of education and training; B = the main objectives are related to education and training; C =the main objectives focus 
on  other topics,  but meaningful questions on education and training are included. 
(c)  Before 1989: West Germany. 
(d)  Matched with firm data. 
Source: Pfeiffer, 2000. 
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Dimensions of  training 
Types of training  initial training; continuing training 
Degree of formality  non-formal training; formal training courses: (a) without or (b) with a recognised 
vocational qualification 
Content  general knowledge; work-related knowledge; occupation-specific knowledge 
Provider  employer; individual; government 
Place  at school; in the classroom; at the workplace; inside a firm; outside the firm 
Duration  days, months or years 
Frequency  number of courses taken in  a period 
Resources invested  costs 
Outcomes of training 
Type  wages, earnings, productivity, hours of work, time of search for the first job, length of 
stay in the first job, regional/occupational mobility,  upward mobility,  employment/ 
unemployment, further training, others (health, fertility, democratic values etc.  not 
investigated here) 
Impact  direct intended impact, direct impact not intended but favourable, direct impact not 
intended and not favourable, indirect impacts both desired or undesired 
Level  individual, firm,  training institution, region,  industry, economy 
Source: Pfeiffer,  2000. 
OECD/INES, and  24%  according  to  the  CVTS 
(OECD,  1999a:  Table  3.2).  This  indicates  that 
harmonisation of surveys might not always be a 
superior strategy of data collection. 
1.4. Measurement of training and 
outcomes 
1.4.1. Dimensions of  training and outcomes 
In the empirical research studies selected here a 
number  of dimensions  have  been  investigated, 
some  of them overlapping  (see  Table  5.2). The 
studies use slightly different definitions of train-
ing and none includes comprehensive information 
on all dimensions of training. 
The measurement of training impact requires 
further  dimensions.  In  empirical  literature, 
outcome measures focus on wages, earnings, 
productivity, hours of work, time of search for 
the first job after VET, duration of  the first job, 
mobility  (regional,  occupational),  upward 
mobility,  employment  and  unemployment 
probabilities, further training and others. 
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1.4  .2. Explanatory factors 
When research  aims  to  assess  the  determinants 
and the isolated impacts of VET, often the deter-
minants of participation in VET and its outcomes 
are modelled simultaneously, which seems natural 
since training is  chosen individually or by firms 
through its impact on desirable outcomes. The set 
of factors explaining training and its impacts usu-
ally  includes  all  or some of the  following  vari-
ables: 
•  socio-demographic background and work his-
tory  (e.g. age, gender, work experience, peri-
ods of unemployment); 
•  family background information (e.g. education 
or social status of  parents, place of residence); 
•  educational background  and  ability  variables 
(e.g. intelligence scores, educational degrees); 
•  information on former or current labour mar-
ket  conditions  (e.g.  regional  unemployment 
rate) and characteristics of the firm (if training 
was or is provided in a firm); 
•  information on the training institution (e.g. type 
of school, duration of  courses, qualifications). ------------------------------------------------------ Training and individual performance 
1.5. Discussion of results 
The determinants and effects of training depend 
on  individual  characteristics, the  labour market 
situation,  institutional  arrangements  (e.g. 
involvement  of social  partners)  and  economic 
and technological development. Above all, how-
ever,  they  depend  on  national  education  and 
training systems. 
Critical  review  of empirical  literature  indicates 
that  well-structured  VET  systems  and  a  high 
degree  of investment  in  general  education  and 
training display lower returns on continuing train-
ing after the high initial investments. Conversely, 
in  less  structured training  system the returns  on 
continuing training seem to be higher. 
1.5  .1. Determinants of  training participation 
The discussion of results starts with the question 
of who  participates in  IVT and  CVT? Evidence 
from empirical work can be summarised as  fol-
lows:17 
•  family background, school quality and ability 
(measured  for  example  with  mathematics 
scores)  are important determinants of partici-
pation in IVT and CVT; 
•  CVT  participation  increases  in  parallel  with 
work experience but begins  to  decrease after 
10 to 20 years; 
•  higher educational qualifications or vocational 
skills increase the probability of CVT partici-
pation; 
•  former participation in CVT seems to raise the 
probability of subsequent CVT participation; 
•  women  do  not  have  a  higher  probability 
of  CVT  participation  than  men;  according 
to  some  studies  the  probability  is  even 
lower; 
•  self-employed persons have a lower probabil-
ity of CVT participation than employees; 
•  for  the  self-employed,  non-formal  CVT 
seems  to  be  more  important  than  formal 
CVT; 
•  minority  groups,  for  example  immigrants, 
have a lower probability of receiving CVT; 
•  part-time workers receive less CVT than full-
time workers; 
17  For a detailed presentation and discussion of the  results 
see Pfeiffer (2000). 
•  the  probability  of  CVT  participation 
decreases  with job tenure, although the pat-
tern  in  the  first  20  years  is  far  from  being 
monotonous; 
•  workers  staying  in  the  firm  where  they 
received initial training have a lower probabil-
ity of CVT than other workers; 
•  initial training  and CVT seem, in part, to  be 
mutual substitutes. 
In general, most of the  studies confirm the 
positive relationship between the level of ini-
tial  education  and  training  and  continuing 
training participation in a multivariate statis-
tical framework. 
Oosterbeek  ( 1998),  who  examined  supply  and 
demand factors in terms of training determinants, 
suggests that the positive correlation between initial 
education and training and CVT found in most of 
the studies is the result of omitted ability variables 
or self-selection on the supply side: better educated 
people are more ready to participate in training. 
Focusing on the determinants of participation in 
initial VET, evidence suggests that innate abilities 
have a significant explanatory power. Innate dif-
ferences in abilities can explain up to 50% of the 
variance of intellectual capacities of young peo-
ple (Weinert, 1997). Furthermore, ability differen-
tials  stay  rather constant  over long  periods  and 
seem to be unaffected by schooling. 
Similarly, the family background (parents' educa-
tional attainment) and the size and quality of  gen-
eral schools seem to be important for explaining 
participation in VET:  young people with a more 
favourable family background and those educated 
in  larger  and  'high  quality'  schools  are  more 
likely to choose non-vocational higher education 
and training routes (mostly academic ones). 
Some findings suggest that the level of education 
is  not the only factor of influence on CVT train-
ing  participation.  The  position  and  tasks  of an 
employee  have  some  explanatory  power,  too. 
According  to  the  study  of  Pfeiffer  and  Reize 
(2000) for Germany, the determinants of continu-
ing training  for  workers  with  an  apprenticeship 
degree point to occupation and sector-specific dif-
ferences in skill needs resulting from technologi-
cal change, or to differences in the quality of ini-
tial training in different trades. 
Concerning gender specific differences of partici-
pation in CVT, several studies indicate that it is 
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not  lacking  willingness  of  women  to  undergo 
training, but that firms seem to prefer men. Oost-
erbeek  (1998)  argues  that  this  behaviour  may 
reflect  a  higher  investment  risk,  since  women 
have a higher probability of career interruptions 
than men. The OECD (1999a) study found, how-
ever, no significant gender differences in partici-
pation rates based on recent surveys. 
Box 5.3:  LDV project 'Extended regional further 
training in Europe (ERFTIE)' 
The aim of the ERFTIE project is to question unem-
ployed  women  in  rural  areas  about their interests, 
wishes and  attitudes and  about the skills and  quali-
fications they have acquired. The results of this sur-
vey should help to assess these women's prospects 
of reentering  the  mainstream  labour market,  either 
as employees or through self-employment. 
A total  of 280  women  in  the  selected  areas  were 
questioned,  and  60  of  them  underwent  a  skills 
analysis.  The  findings  in  terms  of their  individual 
educational and occupational histories, as well as of 
their  respective  personal  interests  and  ambitions, 
provided  a  largely  customised  training  recommen-
dation for each of the respondents. 
The intention is to use this survey, the skills analysis 
and  a range  of further-training  modules to create a 
standardised system that can  also be  used  in  other 
comparable parts of Europe. 
Coordination: A.  Schneider,  Innovative  Educational 
Planning  and  Support  Company  (  Gesel/schaft  fur 
Innovative  Bildungsplanung  und  Forderung  mbH), 
Berlin, Germany. 
E-mail: gbimbh@compuserve.com. 
Final  report:  Erweiterte  regionale  Weiterbildung  in 
Europa  [Extended  regional  continuing  training  in 
Europe]. 
Box 5.4:  TSER project 'Enhancing the participa-
tion  of  young  adults  in  economic  and  social 
processes:  balancing instrumental, biographical 
and  social  competences  in  post-school  educa-
tion and training' 
The objective is to generate a more comprehensive 
understanding of the potential and limitations of cur-
rent approaches to post-school education and train-
ing for unemployed youth and young adults. 
In  this  line  of thought,  the  main  objectives  of the 
research are the following: 
•  to  explore  the  different  kinds  of assumptions 
that  direct schemes  aimed  at  (re)orienting  or  inte-
grating young adults (in) to the labour market; 
•  to identify ways in which particular educational 
practices construct the choices and opportunities for 
social and economic inclusion and exclusion; 
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•  to extend current understanding of the experi-
ences  and  perspectives  of  socially  differentiated 
groups  of  unemployed  youth/young  adults  with 
regard  to  education  and  training  programmes  that 
seek to widen choices and  opportunities for partici-
pation in social and  economic processes; 
•  to  illuminate  the  direction  of  actions  and 
choices of policy makers,  programme investors and 
designers, and educators/trainers; 
•  to  consider  how,  in  the  different  regions 
involved, balances between  skills-integration,  social 
integration  and  biographical  integration  do,  or  do 
not,  come  about  and  to  explain  how  these  may  : 
relate  to  structural,  economical,  historical  and  cui- · 
tural particularities and policies of the regions; 
•  to  generate  and  further  develop  innovative 
educational  concepts  and  practices  which  will 
address  the  social  and  biographical  dimensions of 
economic participation and  exclusion.  , 
The  research  design  combines features  of collabo-
rative action inquiry and participatory research,  with 
narrative, life history and case study research. 
Coordinator.  D.  Wildemeersch,  Katholieke  Univer- t 
siteit Leuven, Belgium. 
E-mail: Danny.wildemeersch@ped.Kuleuven.ac.be. 
1.5  .2. Effects of  training 
Does training have a positive impact, for example 
on productivity, job search duration and mobility 
and if so, how much? Which part of the observed 
differences in wages or wage growth, in hours of 
work, or job duration can be attributed to training? 
Box  5.5:  Unexplained  variation  of training  out- ; 
comes 
In  'standard  earnings  equations'  (so-called  Mincer  : 
earnings  equation)18,  based  on  cross-section  data,  ' 
25 to 50% of the variance of earnings or wages can 
be  explained  by  human  capital  variables  such  as 
years of education or educational qualification, train-
ing,  age,  professional experience, occupational sta-
tus,  technology and gender. This shows that a quite 
substantial  proportion  of earnings  variation  among 
workers  remains  unexplained  by  the  standard 
human capital approach. 
Other studies investigate the effect of training on job 
search duration, length of job duration, hours of work, 
18 The  original  'Mincer earnings  equation'  (Mincer,  1974; 
see also Tessaring, 1998b, pp. 68  f.), based on the human 
capital  theory,  explains  earnings  rates  by  the  level  of 
schooling (e.g. years of schooling), work experience and 
unobserved  variables.  This  equation  has  been  further 
developed by including additional variables. post training  firm  job  mobility  and  upward  mobility, 
and the impact on employment probability. Although 
and other human capital variables often have 
some  explanatory power,  again  a large  part of the 
individual  variations  in  these  outcome  variables 
remains unexplained by empirical research. 
The  findings  of  selected  econometric  studies, 
which have been put together in Table 5.3, can be 
summarised as follows: 19 
~~  there  is  a positive correlation between VET 
and  wages  (found  in  all  studies  )20;  the  positive 
relationship between VET and wages depends on 
the  type  of VET,  the  country  and  the  group of 
individuals  under  investigation.  The  estimated 
returns range up to 40%; 
11  family background and ability have measura-
ble  effects  on  earnings  (Blundell  et  al.,  1997, 
1999); 
•  there  is  evidence  that  the  returns  for 
employed workers  are  higher than those  for  the 
self-employed (Pfeiffer & Reize, 2000); 
•  the returns to CVT seem to be higher if CVT 
is  financed by individuals instead of firms  (Pan-
nenberg, 11997); 
\ 
•  non-formal  CVT  also  yields  returns  (Weiss, 
1994),  though  lower ones  than  those  of formal 
CVT (Pfeiffer & Reize, 2000); 
•  returns to CVT seem to depend on the educa-
tional qualification and on gender (Blanchflower 
& Lynch, 1994; Blundell et al., 1997; Elias et al., 
1994).  However,  these  findings  seem  to  be 
ambiguous:  while  some  former  studies  found  a 
negative relationship between educational qualifi-
cation and returns  to  CVT,  more  recent  studies 
with different econometric methods seem to chal-
lenge  these  findings  (Abadie  et  al.,  1999,  not 
cited in Table 5 .3); 
•  there is evidence that hours of work are posi-
tively  correlated  with  CVT  (Pfeiffer  &  Brade, 
1995); 
•  upward mobility tends to rise parallel to CVT 
and educational qualification (Schroder & Blom-
skog, 1997; Goux &  Maurin, 1998; Pannenberg, 
1997); 
19  For a more detailed discussion of the results see Pfeiffer 
(2000). 
20 With the  exception of one  study  for  Norway, where the 
effect is zero (Elias et al.,  1994); in the other Norwegian 
study,  the  coefficient  is  positive  (Bratberg  &  Nilsen, 
1998). 
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•  employment  prospects  increase  with  educa-
tional qualification and firm-related CVT (Blun-
dell et al., 1997; Bratberg & Nilsen, 1998; Mayer 
& Carroll, 1987); 
•  there is evidence that job search duration after 
initial education and training and length of stay in 
the first job rise with educational qualification (Brat-
berg & Nilsen, 1998) and with the amount of  human 
capital the  firm  invested in  apprentices  (Franz  & 
Zimmermann, 1999, not cited in Table 5.3). 
Box 5.6:  Discontinuity of work careers 
A recent study for Germany (Schaeper eta/., 2000) 
examines the question whether 'normal life histories' 
are  disappearing  and  if  'occupation'  as  the  major 
principle of individual work identity and  social struc-
turing  in  occupational  labour  markets  (such  as  in 
Germany21)  is losing its significance for employment 
and the shaping of biographies. 
The study is based on a longitudinal cohort study of 
young skilled workers whose occupational develop-
ment  was  followed  from  completion  of training  in 
1989-90 until eight years later, taking as an example 
six of the most common training occupations. 
The  results  show  that  'neither  interrupted  occupa-
tional  histories  nor  changes  of  occupation  are 
exceptional phenomena but that they have become 
normality.  However,  discontinuity  is  not  to  be 
equated  per  se  with  instability  or  precariousness 
[  ...  ].  For  young  adults  with  discontinuous  employ-
ment  histories  employment  retains  a  high  level  of 
subjective relevance. (  ... ]A  change of occupation is, 
in  most cases,  preceded  by  the  creation  of a new 
occupational  orientation .. .'  (p.  155,  summary).  The 
authors  conclude  that  the  occupational  principle 
continues to play an important role for work histories 
and for the orientation of young adults. 
Source: Schaeper eta/. (2000). 
The  OECD  (1998d),  based  on  a  review  of 
research  literature,  confirms  on  the  whole  the 
findings  on  individual  returns  reported  above. 
The OECD concludes that there is  a  significant 
wage premium associated with completing each 
successive level of education. Whereas additional 
earnings  associated  with  completing  upper-sec-
ondary education is higher than for less educated 
people,  they  are  not  as  high  as  for  those  with 
completed higher education. Moreover, less edu-
cated workers are more likely to experience more 
years  of unemployment over a working lifetime 
than higher educated. 
21  See Part 3, Chapter 2.4 in this report. 
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+ 0 I +0 
+I+ 
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Although  considerable  methodological  and  data 
problems remain to be solved, the results indicate, 
first, that classroom education, work-related and 
more general types of training are beneficial for 
both firms and individuals. These benefits are not 
negligible  and  are  sometimes rather large.  Indi-
vidual heterogeneity and differences in the educa-
tion  and training  systems between countries are 
important  factors  which  account  for  the  some-
times large differences in these benefits. 
Second, evidence of positive benefits from educa-
tion  and training does  not mean that policy has 
been  optimal  or  that  publicly  provided  VET 
should not be enhanced. There is much evidence 
of the positive impact of VET on participants and 
comparably less evidence on the impact of VET 
in the group of non-participants. 
l 
Third, the benefits of CVT seem to decrease with 
the level of educational qualification. The lower 
the amount of initial training, and the lower the 
incidence of CVT participation, the higher are the 
measured returns in terms of increase in wage for 
those who participated in CVT. CVT participation 
by those who already have a high educational qual-
ification seems to raise (the already higher aver-
age) wages to a much less extent than of  those with 
a lower level of qualification. However, the posi-
tive impacts of  CVT for lower educated people are 
mainly found in cross-sections (e.g. OECD, 1999a) 
and might not stay constant in panel studies. This 
hints  at  unobserved  heterogeneity  problems  in 
cross-section studies (Abadie et al., 1999). 
Furthermore, IVT and CVT can be substitutes to a 
certain extent. In countries  where investment in 
initial VET is  high (as in Germany and France), 
returns to CVT are lower than in those countries 
with lower initial training investment. Examples 
are  the  United Kingdom  (Blundell et al.,  1999; 
Pfeiffer  &  Reize,  2000;  Pischke,  1996)  or  the 
United States, where returns to continuing training 
also  seem to be rather high  (Lynch,  1994). The 
refined hypothesis therefore postulates that returns 
to training after education are reduced if  more peo-
ple have received increased initial education. 
Fourth,  government  intervention  in  training  by 
firms  has  an  effect,  which  should  be  carefully 
investigated. There is  some evidence, for exam-
ple, that the French system provides more work-
ers with training, because firms have obligations 
to do so. However, in this system returns to train-
ing  seem  to  be  zero  (Goux  &  Maurin,  1998). 
Government  interventions  into  private  training 
processes should be considered carefully in terms 
of unintended negative secondary effects. 
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Fifth,  returns  to  CVT  seem  to  be  higher  for 
employed  workers  than  for  the  self-employed 
(Pfeiffer & Reize, 2000). This result indicates that 
human capital aspects, in the narrow sense of pro-
ductivity enhancement, constitute only one part of 
the training story. Training often seems to be the 
result of a  pre-selection  process  where  workers 
are  matched  to  hierarchical  positions.  It is  not 
always training which leads to higher wages but 
rather the selection process which is  the driving 
force behind an increase in wage. 
Sixth, training in a competitive environment may 
have positive effects on some individuals, and neg-
ative effects on other individuals. Trained workers 
might  crowd  non-trained  workers  out  of jobs. 
These negative, indirect or external effects cannot 
be ruled out in market economies. Therefore, if 
training is subsidised by government, assessment 
of  VET programmes should take note of such indi-
rect negative impacts. Unfortunately, there is not 
yet enough empirical evidence on these issues to 
answer the question of whether, and under what 
circumstances, training  has  positive  or negative 
secondary overall impacts on society. 
: There  is  a  large  heterogeneity  of research 
•·  findings with respect to the determinants and 
~  effects of training. The estimated effects dif-
: fer  between individuals, regions, over time 
and even between researchers and methods. 
...  This is true even if the same data are used, as 
, can be seen by a comparison of the numerous 
: studies performed by the  British  NCDS  or 
: the German GSOEP data. From the evidence 
surveyed there and the diversity of results, it 
·.  is not possible to draw strong and unshake-
. able conclusions for VET policies. 
1.5.3. Individual costs and benefits of 
education and training 
One of the most fundamental  principles  in eco-
nomics  is  that  resources,  including  human 
resources, should be allocated to ensure the highest 
possible return (Barrett, 2000). Positive returns on 
education and training  in terms of earnings and 
other benefits, as discussed in the previous section, 
are  necessary  but insufficient  measures  of effi-
ciency or performance. A measurement of  the rates 
of return on education and training must also cal-
culate the costs of investments in human capital 
and compare these rates of return with alternative 
investments, such as in physical capital. Positive 
rates  of return influence individuals' decision to 
undertake additional education and training. -----------------------------Training  and individual performance 
The costs of education and training investment by 
the individual consist of direct costs and indirect 
costs  in  terms  of earnings  foregone  during  the 
time  spent  in  additional  education  and  training 
programmes (opportunity costs) .22 The benefits of 
education  and  training  are,  in  particular,  addi-
tional earnings, but there are  also  other benefits 
such as  avoidance of unemployment or immate-
rial  benefits  (e.g.  job  satisfaction, higher  social 
status, better health, etc.).  Since  the  benefits  of 
education  and  training  will  accrue  over  a  very 
long time, the accumulated value of expected life-
time  earnings  associated  with  higher  education 
and training minus costs has to  be discounted in 
order to calculate annual rates of return. 
Although theoretical research is rather advanced, 
empirical evidence which takes  into  account all 
these kinds of cost and benefit seems to be lag-
ging behind. The OECD (1998d) refers to studies 
on private rates of return and concludes that, rela-
tive to costs (including foregone earnings), most 
available research indicates higher post-tax earn-
ings for individuals associated with higher levels 
of education. 
Barrett (2000; contribution to the second research 
report) discusses the manifold difficulties in calcu-
lating individual rates of return. He cites the study 
of Bishop (1994) which, based on employers' esti-
mates, confirms not only positive impacts of train-
ing  on wages but also on productivity. Training 
raises productivity even more than it raises wages. 
'Social  rates  of return'  indicate  the  returns  on 
education and training including both private and 
public  costs.  One  element  of public  benefit  is 
seen by looking at the gross earnings of individu-
als:  higher income tax  revenues  paid by  people 
who have higher earnings, among other things as 
a result of their education  (OECD,  1998d). The 
social rate of return may influence whether soci-
eties decide to finance education and training. 
Data from the OECD's INES project (international 
indicators of education systems) make it possible 
to estimate annual rates of  return by level of  educa-
tion. Table 5.4 illustrates these rates of return for 
European countries, Australia, Canada and the US. 
The data show the annual growth of gross earnings 
22  In addition, according  to  Becker (1964), firms  will  pay 
lower wages to  those whom they train themselves  (firm-
specific training). This kind of opportunity cost is, how-
ever, difficult to  measure because we  do  not know what 
this individual's wage would have been in the absence of 
training (Barrett, 2000). A comparison with other workers 
is subject to self-selection problems as discussed above. 
that can be expected when completing a respective 
education or training programme. 
'The results suggest that annual rates of return for 
upper  secondary  level  are  generally  high  (typi-
cally  above  10  per  cent)  for  both  men  and 
women.  They  are  particularly  high  [  ...  ]  in  Ire-
land, the Netherlands, Switzerland and the United 
States. Rates of return for tertiary education tend 
to  be lower on average than rates for upper sec-
ondary. In the case of seven countries, the rates 
for university education fall below 10 per cent for 
women,  with  particularly  low  returns  in  Italy, 
Sweden and Switzerland' (OECD, 1998d, p. 69). 
We  should  add, however, that the  dispersion  of 
these results is rather high for all educational lev-
els, as  indicated in the bottom row of Table 5 .4 
(standard deviation). 
1.6. Conclusions 
Although there is widespread belief in a positive 
relationship  between  education,  training  and 
economic performance, the evidence provided so 
far is far from complete. Aggregate figures for 
the European Union suggest a clear hierarchical 
pattern in the labour market: 'Educational attain-
ment is positively related to individual perform-
ance' (OECD, 1998d, p. 54). Those who are bet-
ter educated and trained are, on average, more 
frequently in gainful employment; have higher 
earnings; participate more often in formal contin-
uing  training;  are  less  often  unemployed;  are 
more often self-employed; have higher regional 
mobility; and work with newer and more high 
tech equipment. 
Job mobility, on the other hand, is  negatively 
correlated  with  the  amount  of human  capital 
invested in a specific occupation, since invest-
ment  increases  the  cost  of switching  occupa-
tions. The pattern seems to have been rather sta-
ble over the past few decades, although contin-
uing skill-biased technological change provides 
a challenge for VET policy in Europe. 
The review of econometric work in this chapter 
indicates  that training  is  indeed beneficial  for 
individuals.23 These benefits are not negligible. 
The  fact  that  training  has  positive  effects  is, 
however, no guideline per se for policy. There 
is evidence that self-selection may bias the ben-
efits of training. 
23  As  well as for firms and society; see Parts 3 and 4 in this 
report. 
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education  8(1~.· 
·.women  .,Men 
Australia  12.5  7.9  6.7  7.5  9.7  10.4 
Canada  16.1  28.1  28.5  12.5  23.0  16.5 
-· 
Denmark  11.8  5.1  9.2  10.4  5.2  11.0 
~land  __  8.1  12.2  14.3  10.4  10.5  14.8 
14.1  20.1  12.7  14.2  17.6  14.1  France 
Germany  5.5  8.7  8.2  5.7  16.6  10.9 
lreland<a>  28.8  8.2  17.4  18.6  11.7  14.0 
Italy  9.5  - 4.6  10.4  - 9.9 
Netherlands  24.4  - 10.5  14.1  - 10.8 
----------
Norway  17.3  7.8  13.3  11.3  9.4  11.6 
Portugal  32.4  - 28.3  33.3  - 27.3 
Sweden  9.9  4.2  5.3  10.9  6.5  8.2 
Switzerland  22.1  17.7  5.2  19.0  27.1  5.5 
-· 
UK.  19.1  13.7  19.1  14.3  4.8  12.7 
-· 
us  22.9  10.5  12.6  26.3  8.9  12.6 
--
Average(bJ  16.4 (0.44)  11.1 (0.68)  12.5 (0.56)  14.9 (0.46)  10.7 (0.89)  13.6 (0.30) 
(a)  Data refer to  1994; 
(b)  unweighted average (in brackets:  ratio of standard deviation from the average). 
NB:  bold: above average. 
Source: OECD,  1998d, Table A4.4. 
The data present: 
(a)  the present value of an estimated future stream of additional gross earnings over a lifetime (age 16-64) as a result of more edu-
cation; 
(b)  the present values of the total cost of graduating at a higher level of education, including foregone earnings. 
No account is taken of the risk of unemployment over a working lifetime. It is assumed that annual average earnings grow at a uni-
form rate of 1% for all educational levels. (For more methodological details see OECD,  1998d, p.  113.) 
In addition, non-negligible elements of observed 
differences in training outcomes such as  earn-
ings, wages, hours of work or career cannot be 
attributed to education and training alone. Innate 
abilities,  heterogeneity of abilities  and  prefer-
ences, family background, political events, luck 
and  economic  and  technological  development 
are all factors which are important, too. 
By and large, empirical results  suggest that in 
structured  training  systems,  with  high  invest-
ment in general human capital, and particularly 
in initial vocational training, individual returns 
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to  continuing  training  tend  to  be  lower.  This 
seems to be the case in countries such as  Ger-
many and France. Conversely, in less structured 
training systems (such as  the United Kingdom 
and the US) individuals yield higher returns to 
continuing training. 
Some of the findings challenge the role of gov-
emment in  training.  Obviously  formal  educa-
tion  and  training  are  not  omnipotent weapons 
against all storms of life for all people, but they 
may be very strong weapons when used at the 
right time, to the right extent and with the right ------------------------------------------------------------------------------------------ Transition to working life 
content. At other times in an individual's work-
ing  life,  other  strategies  such  as  non-formal 
learning, regional, firm or occupational mobil-
ity might be more helpful. 
For support of VET policies, an adequate, sys-
tematic and regular research design ex ante is 
necessary to understand better the manifold rela-
tionship between VET activities and its results. 
Due to tight public budgets, the search for evi-
dence of impacts and efficiency of training pro-
grammes  will  grow  in  the  future.  A  research 
design that takes diversity of situations, hetero-
geneity  of individuals,  differences  in  training 
systems, governments, markets, etc. into account 
is, however, expensive and takes time. 
VET research based on microdata is decisively 
improved by regular Europe-wide data sets, such 
as the Community labour force survey, the Euro-
pean Community Household Panel, the Continu-
ing vocational training survey or the International 
adult  literacy  survey.  Despite  some  remaining 
methodological problems, international surveys 
should define the most relevant human capital 
and training variables in a more comparable way. 
Furthermore, access to these datasets for research 
should be considerably improved. 
Pfeiffer  (2000)  suggests  that  future  research 
should be directed towards the following issues 
with strong policy implications: 
•  research on public VET programmes should 
be intensified to learn about impacts at individ-
ual  level  and  efficiency  of programmes.  This 
type of research could be based on microdata if 
the programmes are not too large; 
•  research on public VET systems should be 
intensified. This type of  research should evaluate 
the whole system and should take into account 
financial  efficiency  and labour market institu-
tions as  well. Research on this topic is usually 
based on aggregate time series data, individual 
panel data and official data on programme costs; 
•  research on returns to VET for non-partici-
pants in training programmes should be intensi-
fied.  Should governments  support non-partici-
pants  and especially low-skilled individuals to 
participate in VET or CVT, or are other meas-
ures, for example wage subsidies, better suited 
for improving the labour market position of the 
low skilled? 
•  it is not yet fully understood, whether there are 
cumulative negative or positive relationships  in 
public VET policies transmitted through labour 
markets.  Therefore  more  intensive  research 
should be carried out on whether or not public pro-
motion of  higher education in the past 30 years has 
had negative impacts on wages and labour market 
prospects of individuals with vocational educa-
tion. The results could help avoid negative devel-
opments in the future and improve coordination 
between educational and labour market policies. 
•  In addition to the benefits of education and 
training, more research is necessary on the calcu-
lation of private and public costs. Empirical evi-
dence seems to show that private rates of return 
tend to be higher than social and fiscal rates of 
return because of  higher public investment in ini-
tial education and training. This means that better 
educated individuals reimburse (via taxes) over 
their working life only part of what society has 
spent on their education and training. 
2. Transition from the education 
system to working life24 
The period of transition from  the education sys-
tem to  working life has attracted the attention of 
researchers and policy-makers for well over ten 
years. The dynamics that underpin this stage need 
to  be  understood if  policies are  to  be better tar-
geted. This chapter reviews comparative research 
on transition.25 
2.1. Young people on the labour market 
'Education is  the single most important determi-
nant  of  occupational  success  in  industrialised 
societies. Employers rely on educational creden-
tials when selecting individuals for specific work 
tasks, and individuals, accordingly, invest in edu-
cation  in  order  to  improve  their  competitive 
advantage  on  the  labour  market'  (Shavit  & 
Muller, eds., 1998, p. 1). 
In comparison with adults, young people are at a 
relative  disadvantage  in  the  labour  market  in 
24  This chapter is based largely on the reference contribution 
of D .F. Hannan et al., 2000, 'The effect of  national insti-
tutional differences on education/training to  work transi-
tions  in  Europe:  a  comparative  research  project 
(CATEWE) under the DG12 TSER programme'. Contribu-
tion to:  Descy &  Tessaring, eds. Training in Europe. Sec-
ond report on vocational training research in Europe 2000: 
background report.  Luxembourg:  EUR-OP.  Vol.  3  (pub-
lished 2001). 
25  Reference may also be made to the chapter on transition in 
the first research report (Tessaring, 1998b, pp. 136-145). 
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1985  16.3  ISCED 0-2  25  50 
1990  15.2  ISCED 3  50  34 
1995  13.5  ISCED 5-7  24  16 
1999  12.6 
2005(b)  12.0 
2010  11.6 
2020  11.2 
Sources: (a) Eurostat, demographic statistics, (b)  Eurostat, baseline scenarios, (c)  Eurostat, Community labour force survey 1999. 
ligure 1.1~ llevel'agmeRt of unemployment rates 1990-99 - comparison of young and adult people, 
Ettt·l•&lf·11, 'rtJ 
25~----------------------------------------------------~ 
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Age 15-24 
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Age 25-64 
0 +------r----~~----~----~------r-----~----~------~----~ 
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NB: Figures prior to 1995 refer to EU-12. 
Source:  Eurostat: Community labour force survey. 
terms of both the volume and quality of employ-
ment,  despite  a  number  of parameters  that  are 
favourable in the short term (Table 5 .5):  gradual 
reduction of the size of the youth cohort, general 
increase  in  their  educational  attainment,  longer 
schooling,  larger  relative  growth  in  sectors 
recruiting  a young labour force  and introduction 
of active measures to help young people to gain a 
foothold in the labour market. 
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1995  1996  1997  1998  1999 
There is  more unemployment among young peo-
ple, especially  the  lower  qualified,  than  among 
adults (Figures 5.2 and 5.3). Young people tend to 
occupy more precarious jobs and  are  experienc-
ing  increasingly  long  periods  of  transition 
between the  education  system and  working life. 
In the European Union, there has been a signifi-
cant  increase  in  mixed  situations  (Figure  5 .4) 
combining  employment  and  education/training. -------------------- Transition to working life 
Eigure 5.3: I.Jnemploymenf rates of 15·14 years old by educational level, EI.J-15,  1999,% 
L  NL  A  DK  p  D  UK  s  EU-15  B  F  EIN  E 
•  Below upper secondary (ISCED 0-2)  •  Upper secondary (ISCED 3)  Above upper secondary (ISCED 5-7) 
NB: No data available for Greece; data incomplete for IRL. Data sorted by upper secondary level (ISCED 3). 
Source:  Eurostat: Community labour force survey. 
Figure 5.4: 'Mi>ced' situations employment ...  training as proportion of age cohort, EtJ,..15, 1997,% 
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N.B.: Average participation in education/training in EU-15; Min: minimum at each age in EU-15; Max: maximum at each age in EU-15. 
Source: CLFS, Eurostat (calculations by Cereq). 
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These mixed situations  are  not  always linked to 
the  alternance training model, but are  also  com-
bining  employment  and  education/training  in  a 
variety of new ways that reflect the extension of 
the period of transition. 
~-Box 5.7:  D~finition of transition 
I From  an  individual  point  of view  (school  leavers), 
transition can be considered as a period of changing 
status,  during which young people move away from 
full-time initial education towards a stable position in 
(or  possibly  a  withdrawal  from)  the  labour  market 
(Hannan & Werquin, 2000). 
It  is  difficult accurately  to  formulate  criteria  for the 
end  of the  transition  period  or for  integration.  The 
answer is  not unequivocal and differs depending on 
the  educational,  economic  and  social  context 
(Mainguet, 1999). 
From the macro-economic point of view, and if an eval-
uation of a benchmarking type is chosen, the period of 
transition is complete when the unemployment rate of 
the youth cohort is the same as that of adults. 
From  an  individual  point of view,  transition  is  com-
plete when  a stable job is  obtained  (see  also Tes-
saring,  1998b, pp.  153-164). 
The return (measured in terms of employment) on 
increased  investment  in  education  and  training 
varies  in  different  countries:  it  is  high  in  Ger-
many,  the  Benelux  countries,  the  Scandinavian 
countries  and  France,  moderate  in  the  United 
Kingdom and Spain and much lower in  Portugal 
(Hannan & Werquin, 2000). 
Comparative research is a very valuable tool 
in  studying  determinants  of transition  and 
makes it possible to measure the differences 
and similarities between education and train-
ing  (ET)  in  different  countries,  compare 
labour market integration processes and iden-
tify their determinants. 
l
:ox 5.8: TSER project 'CATEWE- Comparative 
analysis of transitions from education to work in 
Europe' 
The main objectives of the CATEWE project are: 
•  to  develop  a  comparative  conceptual  frame-
work to study the transition from  school  to  employ-
ment in  the  countries of Europe,  which  have differ-
ent institutional systems; 
•  to apply this model both to comparative analy-
ses  of stocks,  from  the  labour force  surveys  con-
ducted  in  most  of the  European  countries,  and  in 
comparative analyses of flows from specific surveys 
of transition in five countries (F,  IRL,  NL,  Sco,  S); 
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•  to  develop a set of variables,  formulated  in  a 
comparable way, which take account of the complex 
nature of transition in the five countries studied. 
This study is  important for an  analysis of the deter-
minants of transition,  as it covers both the structure 
and organisation of education systems and the pre-
dominant method by which the employment market 
operates. In this way,  this study should make it pos-
sible  to  define  a  conceptual  framework  that  inte-
grates  two  of the  main  determinants  of modes  of 
transition from education to employment. 
Coordinator:  D.F.  Hannan,  Economic  and  Social 
Research Institute (ESRI), Dublin,  Ireland. 
E-mail: dhams@esri.ie; 
Homepage: http://www.mzes.uni-mannheim.de/ 
projekte/catewe/Homepage. html 
Publications:  see  Homepage  above  and  Box  5.15 
below. For the methods applied see also Box 5.15. 
2.2. Conceptual framework for 
comparative research on transition 
between the education system and 
employment in Europe 
Several previous research works have highlighted 
our lack of knowledge of the mechanisms deter-
mining transition. 
2.2 .1. Division and regulation of  the labour 
market 
Some  authors  have  studied  the  impact  of the 
methods by which the labour market (LM) oper-
ates  and is  regulated. One of the main organisa-
tional features of the LM is the division between 
the external and the internal market.26 When they 
leave  school,  young  people  enter  the  external 
market and  try  to  gain  access  to  internal labour 
markets  (ILMs).  This  access  depends  on  the 
information that employers possess  about a per-
son's skills; this information is  provided by their 
qualifications and labour market experience. In a 
context of incomplete information, employers are 
likely  to  prefer  workers  who  have  already 
acquired  some  experience to  young  people who 
have not, and their selection criteria will also lead 
them to choose the best qualified young people. 
In some countries or some parts of  the labour market, 
a regulation system, called occupational labour mar-
26  For a more  detailed analysis  of the  segmentation of the 
labour market, reference should be made to  Chapter 2 of 
Part 3 of this report. --------------------Transition  to working life 
kets (OLMs),has been introduced to make up for this 
lack of information about people's skills. OLMs are 
segments of  the labour market where jobs are clearly 
defined in terms of their content, and are consistent 
between enterprises and industrial sectors. Employ-
ers  can  deduce  what  skills  have  been  acquired 
directly from the qualifications awarded. They can 
then recruit people having the required skills without 
(to some extent) needing to look in further detail at 
experience or qualifications. Young people are then 
more readily able to gain access to internal markets. 
A typology of countries has been drawn up on this 
basis. They are classified depending on whether, as 
in  Germany  for  instance,  there  are  occupational 
labour markets, or whether, as  in France, internal 
labour  markets  tend  to  predominate  (Marsden  & 
Ryan, 1990;Eyraudetal., 1990;Ryanetal., 1991).27 
Box 5.9: Occupational and internal labour markets 
In internal labour markets (ILMs),  people are gener-
ally  recruited  from  outside  the  enterprise  only  for 
unskilled  jobs.  Mobility towards  more  skilled  posts 
occurs after a period of training. This training, which 
is often specific to the enterprise, takes place on the 
job and  therefore provides skills that usually cannot 
be transferred to other enterprises. 
In  occupational  labour  markets  (OLMs),  jobs  are 
clearly  defined  in  terms  of their  content,  and  are 
consistent  between  enterprises  and  industrial  sec-
tors.  Workers in  OLMs then have skills and compe-
tences  that can  be  transferred  from  one  enterprise 
to another. 
ILMs  and  OLMs  are  to  be  found  in  all  countries, 
although their relative importance varies. 
OLMs predominate in Germany and the Netherlands, 
but are not as widespread in France, Italy and Ireland. 
The United Kingdom is in an intermediate position as 
there  are  major  differences  from  one  sector  to 
another. Even in countries where ILMs predominate, 
labour markets for higher skilled jobs,  such  as  the 
professions, are chiefly of an occupational type. 
2.2.2. Standardisation, differentiation and 
links between the education system and the 
labour market 
Educational sociology provides  an  alternative to 
the approach studying labour market segmentation 
and regulation methods. This  approach  analyses 
people's  socio-cultural  characteristics,  type  and 
level of ET and the characteristics of occupations 
and  careers  (Allmendinger,  1989;  Blossfeld  & 
Shavit, 1993; Shavit & Muller, eds., 1998). 
27  See also Chapter 2 of Part 3 of this report. 
2.2 .2 .1. Degree of  institutional standardisation 
of  ET systems 
Shavit &  Muller (1998, p. 6) define standardisa-
tion as the degree to  which the quality of educa-
tion meets the same standards nationwide. 
ET systems vary in terms  of both the degree of 
centralisation and standardisation of curricula and 
national examinations, and the use that is made of 
them for progression to higher education and for 
entry into the labour market. 
\ 
2.2 .2 .2. Degree and nature of  differentiation 
within the ET system 
The differentiation of  educational systems refers to 
the extent and form of division between streams 
(and between syllabuses within a stream) in sec-
ondary education (Shavit & Muller, 1998, p. 6). 
Differentiation within education systems relates to: 
•  the  separation of general and vocational edu-
cation, the degree of selection in the different 
streams  and  the  age  at  which  this  selection 
takes place; 
•  the  degree  of formal  differentiation  at  each 
level of education, the degree to which educa-
tion results  are  hierarchically ranked and the 
nature and strictness of selection for transition 
to higher levels. 
The  various  aspects  of differentiation  are  to  be 
found to  a varying extent in different countries -
with separation between the general and vocational 
being at a maximum in countries with the dual sys-
tem and the Netherlands. In Ireland and, to a lesser 
extent, in  France  and  the  United  Kingdom,  the 
level of education and the results obtained are the 
most crucial factors for continued education and 
job recruitment. These macro characteristics of ET 
systems do not just have an impact on the decisions 
of students and their parents as to whether to con-
tinue their education, but also on the whole nature 
of the ET-employment relationship. 
Shavit  &  Muller  (1998,  p.  9)  separate  out two 
ideal types of transition systems (based on Mau-
rice,  Sellier  &  Sylvestre,  1982):  the  qualifica-
tional space and the organisational space. 
Shavit and Muller (op.cit., p.  36) conclude from 
their study that the impact of education on peo-
ple's  chances  of  occupational  success  and 
employability  are  systematically  shaped  by  the 
institutional  context.  The  differentiation  of the 
system (when the other variables are controlled) 
obviously shapes the relationship between educa-
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•  Specific vocational 
education: young people 
leave school with specific 
skills and a occupational 
identity 
•  Differentiated education 
system: clear division 
between academic and 
vocational pathways 
•  Chiefly academic or 
general education: 
occupational skills are 
learnt on-the-job or in 
courses attended after 
leaving school 
•  Education systems 
differentiated to varying 
degrees28 
The degree of standardisation is a further key and 
ranges from centralised and highly standardised 
education systems to systems where there are 
substantial variations between regions and 
between private and public schools. 
tion and the prestige of the first job obtained. If 
vocational  qualifications  are  specific,  they  pro-
mote  access  to  skilled  (rather  than  unskilled) 
employment; in countries where vocational quali-
fications  are  not  very  specific,  no  educational 
choice is likely to be able to improve the chances 
of finding  skilled jobs. Despite this, standardisa-
tion cannot on its own (when the other variables 
are  controlled)  affect  the  relationship  between 
qualifications and occupational status. 
2.2 .2 .3. Links between ET and the labour 
market 
Links  between ET and  the  labour market  affect 
the  impact that the level and type  of vocational 
qualifications  have  on  employer's  recruitment 
choices. These links do not therefore just have an 
impact on the chances of obtaining a job, and on 
its  nature  and  level,  but also  on  the  immediate 
performance of people in a particular job. 
On the basis of a typology drawn up by Hannan et 
al. (1996), it is possible to conceptualise a contin-
uum  ranging  from  direct  and  close  links  to  an 
absence of  links between ET and the labour market: 
•  strong,  direct  and  balanced  links,  where 
employers and schools are both involved in the sup-
ply and provision of training and where employers 
and ET providers agree on the educational prerequi-
sites  for the various  occupations  (OLMs) - Ger-
man-speaking countries and Denmark; 
•  co linear links, where ET prepares for specific 
vocational  qualifications  (OLMs)  but where  the 
28 For instance, Ireland has a relatively undifferentiated edu-
cation system, while in Italy streams are strictly differen-
tiated. 
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joint organisation  of training  schemes  by  enter-
prises  and  ET  providers  is  small-scale  or  non-
existent - Netherlands; 
•  de-coupled,  but strong labour market signals 
from schools, where educational results are certi-
fied  by  the  public  authorities  and  used  by 
employers  in  their  recruitment  decisions.  The 
high  level  of consistency  between  educational 
outcomes  and  the  labour market has  less  to  do 
with content than with qualification levels- Eng-
lish-speaking countries, France and Scandinavian 
countries; 
•  placement  function  performed  by  schools, 
where employers may be directly associated with 
school  guidance  services  which  play  a  part  in 
occupational  placement  in  the  labour  market  -
Japan; 
•  de-coupled with weak labour market signals, 
where there is little consistency from the point of 
view of content or level - United States, Canada. 
Figure 5 .5  shows a classification of countries on 
the  basis  of  the  three  dimensions  examined 
above:  standardisation,  differentiation  and  links 
between ET and the labour market. 
This  typology  has  to  be further refined as  it is 
based  on  the  main  features  of systems  which 
may,  however,  have  variants.  It  nevertheless 
highlights  a  convergence  among  the  European 
countries from the point of view of the degree of 
standardisation of their secondary-level ET - in 
comparison with the North American countries at 
least.  Most  of  the  countries  of  northern  and 
western  Europe  are  in  the  'standardised'  cate-
gory. Despite this, particularly at secondary level, 
there  are  major  differences  from  the  point  of 
view of the degree of differentiation and of the 
relative  weight  of  schemes  of the  apprentice-
ship/alternance type in closer links between VET 
and  the  labour  market.  Studying  these  institu-
tional  differences  between  countries  is  very 
helpful in  analysing  transition in the context of 
the EU. 
For  the  most  part,  research  in  this  field 
' stresses  the  variety of both ET systems and 
;,  labour markets  in Europe and the links that 
. unite  them.  Specific  national  institutional 
. features  obviously  also  have  a  significant 
· impact on the way in which socio-economic 
~  inequalities  are  reflected  in  school  success, 
; labour  market  integration  and  individual 
• paths. ---------------------------------------------------·---- Transition to working life 
Eigure 5.5:  lr~p;ology of linKs between edueation ana tr:aining  ~111') and the labour market (ISM); 
classification cross-referenced bY' degree of standaJndisation amd differemtiatiom 
Ireland, Sweden: ET 
de-coupled but strong 
LM signals 
Little differentiation 
Strong standardisation 
Italy: ET de-coupled but strong 
LM  signals 
France: ET de-coupled but strong 
LM signals 
Denmark, Germany, Austria, 
Switzerland: Strong, direct links 
between ET and LM 
Netherlands: co-linear links 
Japan: ET de-coupled but strong 
LM signals + placement function 
Strong differentiation 
Canada, United States: 
ET de-coupled with weak 
LM signals 
United Kingdom: ET de-
coupled but strong LM  signals 
Little standardisation 
Sources: Hannan eta/., 1996; Shavit and  Muller, eds.,  1998, p.  12, adapted by the authors. 
2.23. Labour markets and employment 
decisions 
The ET  ILM  relationship  is  also  affected  by the 
characteristics of the labour market - particularly 
the  existence  of 'youth'  sectors  and/or  occupa-
tions in the labour market. 
In this case, entry criteria are based on age and/or 
experience, leading to an over- (or under-) repre-
sentation  of young  people  in  certain  sectors  or 
professions.  The  differences  between youth  and 
adult labour markets  are  more  marked in  some 
countries than in others. In some, young people 
are  disproportionately  concentrated in particular 
occupations, industries or types of enterprise. The 
dividing line may be in terms of: 
•  the main axes (occupation, industry, enterprise 
size); 
•  the  existence  of OLMs  regulating  access  to 
ILMs. 
'At national level, the labour market therefore tends 
to be a space divided into different autonomous seg-
ments, where each type of organisation in practice 
exists  alongside  the  others.  An  enterprise  may 
therefore practise different types of  management: of 
the  internal market type for  its  managers, of the 
occupational market type for transverse functions 
or some specific jobs and of  a non-organised market 
type for less  skilled jobs. The hypothesis is  that, 
despite this division, one of the methods predomi-
nates to such an extent that it exerts a determining 
influence  on  the  whole  system  of relationships 
between economic operators' (Cedefop, European 
Commission, Eurostat, forthcoming). 
The way in which the employment market is 
structured is not directly linked to education 
, and training systems, but may well have an 
impact on young people's transition from the 
':  education system to stable employment. 
When ET systems have a relatively general orien-
tation  and  the  labour  market  is  dominated  by 
internal markets, labour market entrants  acquire 
their competences largely on the job. Most young 
people therefore  enter the  labour market at low 
341 Part five - Individual performance, transition to work and social exclusion 
occupational grades and are therefore at  a disad-
vantage  in  comparison  with  those  already  in 
enterprises  from  the  point of view  of access  to 
more responsible posts. In occupational markets, 
however, entrants have a good chance of finding a 
job that is in keeping with their particular occupa-
tional qualification.29 
The youth labour supply is  differentiated by the 
following criteria: the type of ET that young peo-
ple  have  attended,  their  qualifications  and  their 
socio-cultural  characteristics.  Employers  base 
their decisions  whether or not  to  employ  young 
workers  on these  initial characteristics. It seems 
clear, therefore, that the recruitment method that 
employers use and the factors that they take into 
account  are  two  further  aspects  that play  a key 
part in any analysis of transition. 
Box 5.10:  Models of young people's integration 
Garonna  &  Ryan  (1989,  cited  by  Cedefop,  Euro-
pean  Commission,  Eurostat, forthcoming),  separate 
out  three  models  of integrating  young  people  into 
the  economy.  The  first two  are  shaped  by  the  pre-
dominant forms  of the  LM  and  the  third  applies to 
skilled  or unskilled jobs,  in  a context of high  unem-
ployment, where the active population is  competing 
to obtain jobs. 
Regulated inclusion 
This kind  of regulation occurs when OLMs predomi-
nate.  Young  people  possessing  a  qualification  are 
integrated  without  being  downgraded;  the  link 
between  training  and  jobs  subsequently  offered  is 
very  close.  Young  people  with  qualifications  are 
therefore  at  more  or  less  the  same  risk  of unem-
ployment  as  adults.  Young  people  without certified 
training are, however, at a disadvantage. Wages are 
linked  to  individual  qualifications  (for instance  Ger-
many, Austria). 
Selective exclusion 
This  type  of integration  occurs  when  internal  mar-
kets predominate. Beginners are in a disadvantaged 
position  for  access  to  these  labour  markets  since 
29 It would seem from the debate on transition that education 
of a relatively general type for young people is not be pre-
ferred since they cannot then be employed on the basis of 
a specific vocational qualification. On the other hand, the 
increasingly rapid obsolescence of skills and the introduc-
tion of a policy of lifelong learning highlight the advan-
tages  of helping  young  people  to  acquire  general  and 
transferable skills and widely applicable vocational com-
petences,  so  that  they  can  be  readily  employable  and 
remain  so, while having  a skill base that provides  them 
with a foundation for their future learning (see Chapters 1 
and 2 of Part 2 of this report). 
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they,  by  definition,  lack  experience.  Access  to 
employment  is  organised  by  competitive  methods, 
which often excludes young people at the beginning 
of their careers. Ranking in waiting lists depends on 
qualifications  and  level  of  experience.  Wages  are 
linked  to  the job and  not to  the  profiles of the  indi-
viduals in  this job (for instance France). 
Competitive regulation 
Here, it is short-term profitability that enterprises are 
seeking.  In  a  context  of high  unemployment,  they 
fully  exploit competition  between  workers,  whether 
experienced  or  beginners,  by  exerting  downward 
pressures on wages and making use of flexible con-
tracts. Enterprises may choose to recruit young peo-
ple  on  lower wage rather than  adult workers. There 
is a tendency towards this model in the United King-
dom and the United States. 
In order to  characterise the  preferred method of 
integration in the various countries and therefore 
to target the most appropriate active measures, it 
would be necessary to base the replies to the fol-
lowing questions on research results: 
•  do LM beginners have particular problems in 
gaining access to employment in comparison with 
more experienced adults? 
•  is  the  employment  of  beginners  polarised 
more towards certain types of enterprise or job? 
•  are  the  employment conditions  of beginners 
different  from  those  of  experienced  workers? 
(Cedefop, European Commission, Eurostat, forth-
coming) 
The  category  of beginners  needs  to  be  isolated 
from that of experienced workers in order to find 
out whether the phenomena observed affect only 
young  people  or  the  labour  force  as  a  whole, 
thereby  highlighting  either  features  specific  to 
transition or problems of a general nature in the 
labour market. 
2.3. Results of some recent empirical 
research 
Figure  5 .6  shows  the  unemployment  rates  of 
young people leaving upper secondary education 
(ISCED  3)  during  their  first  ten  years  on  the 
labour  market  (Gangl,  2000?0 .  The  data  show 
major differences at the beginning of working life 
among  the  European  countries  which  can  be 
divided into three groups in terms of unemploy-
30 These data have been obtained by  combining  data from 
different years from the Community labour force  survey 
(CLFS) in order to simulate cohorts. -----------------------------------Transition to working life 
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ment risk. Unemployment levels converge rapidly 
during the first ten years on the labour market: at 
the  end of this period there are far fewer differ-
ences between countries. 
Box 5.11:  Community labour force survey 
The  Community labour force  survey  (CLFS)  is  the 
main source of data on  employment and unemploy-
ment  in  the  EU.  The  CLFS  has  taken  place  every 
year since 1983 and includes questions on the high-
est level  of education  and  training  completed  or  in 
progress. Since the 1998 survey,  the standard mod-
ule on ET has been revised and includes a question 
about  the  date  on  which  the  highest  qualification 
was obtained.  In 2000, an  ad  hoc module has gath-
ered  specific information on transition. 
2 3 .1. Labour market entrants 
Before the 1998 survey, it was not possible to find 
out from  the  Community  Labour Force  Survey 
about  the  date  of completion  of education  and 
therefore the  age of starting the transition to  the 
labour market by level of education. Without this 
information, it is difficult to define the target group 
of the  analysis.  To  study  transition  in  a  more 
detailed way, it is therefore necessary to combine 
Box  5.12:  Target  population  for  comparative 
studies of transition 
The  'youth'  category  (based  on  age)  was  used  for 
many  years  to  study  transition  processes.  Most 
international  statistics  are  drawn  up  in  this  way.  In 
researching transition, and particularly in the case of 
comparative research, this basis is inappropriate as 
the  age  at which  this  period  commences  may vary 
greatly depending on the context, education system 
and  level of education achieved. 
Studying  transition  on  the  basis  of this  definition  is 
the  same  as  postulating that the  behaviour of peo-
ple  of similar ages  is  very comparable  in  terms  of 
time spent in  education and  age of entry into work-
ing life. 
Young  people  in  a particular age  group  may,  how-
ever,  be  in  very different situations  (further educa-
tion,  repeated  years,  military  service,  inactivity, 
working  life).  The  definition  of a category of labour 
market 'beginners' or of school  'leavers',  based  on 
level of education (and not simply on age) is needed 
for a direct study of the group actually in transition. 
To define the group of beginners, the minimum infor-
mation that needs to be collected from  individuals is 
the date of completion of and the level of education. 
This makes it possible to  start to characterise path-
ways. 
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several survey years to simulate cohorts (as in Fig-
ure 5 .6) or to take account of young people leaving 
ET and of an age similar to the typical age at which 
the qualification31 that they possess is obtained. 
Taking  national  education  systems  as  a  starting 
point, it is possible to reconstruct the typical ages 
of certification  on  completion  of each  system's 
main education streams. The CLFS  variables on 
the highest level of  education achieved can be used 
to calculate the typical age at which the qualifica-
tion was obtained by survey respondents. By cross-
referencing this  information with actual age, we 
can calculate the length of time that has in theory 
elapsed  since  obtaining  the  qualification.  This 
helps to identify different groups of people: young 
people  in ET,  young  people entering  the  labour 
market (juniors) and adults with some experience 
(seniors) (Box 5.13). 
31  The highest qualification obtained (in the ISCED nomen-
clature). 
Throughout Europe, the unemployment rate falls 
in parallel with length of time spent in the labour 
market (Figure 5.7). However, the rate at which it 
falls  varies  between countries. Juniors  are com-
paratively more disadvantaged in Greece, Spain, 
France, Italy, Sweden, Finland, Belgium and, to a 
lesser extent, the  United Kingdom. In the  other 
countries, experience  does  not provide effective 
protection  against  unemployment,  although jun-
iors with less than two years' labour market expe-
rience are the worst affected. 
Lower qualified young people are generally more 
exposed  to  unemployment,  even  in  countries 
where length of time in the labour market has less 
impact  (Figure  5 .8).  Qualifications  provide  the 
best  protection  against  unemployment  in  Ger-
many,  Belgium,  France,  Ireland,  Finland  and 
Sweden. Only Italy and Greece are exceptions to 
this  rule.  In these  countries, employers  seem to 
give priority  to  experience  over level  of educa-
tion. 
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Box  5.13:  Young  people  in  ET,  juniors and  sen-
iors - definition of categories 
(a)  'Young  people  in  ET':  people  aged  under  35 
still  in  initial education  and  training  (including  alter-
nance schemes) whether active or not (with or with-
out employment). 
(b)  'Juniors':  people  aged  over  15  but  less  than 
50  whose  qualification was  in  theory obtained  less 
than  five  years  previously.  This  group  can  be  sub-
divided into 0 to 2 years and  3 to 5 years. 
(c)  'Seniors':  people  aged  from  15  to  50  who  in 
theory  obtained  their  qualification  over  five  years 
previo,usly. There are  three sub-groups:  between  5 
and  1  0 years, between 1  0 and 15 years and over 15 
years. 
These three categories make it possible to  analyse 
a  set  of  criteria  in  order  to  locate  differences 
between  the  groups  and  characterise  transition 
(Cedefop,  European  Commission,  Eurostat,  forth-
coming) 
Young beginners are more likely to be offered a 
fixed-term  contract.  Is  the  fact  that  the  jobs 
occupied by young people are more precarious 
due to a lack of experience or a lack of length of 
service  in  enterprise?  If this  were  the  case, 
freshly  recruited  experienced  workers  would 
also  be  more  likely  to  be  offered  fixed-term 
contracts. 
Recent recruitment shows that seniors have a rel-
atively small advantage in terms of employment 
status  (except in Sweden; Figure 5.9). It is  new 
recruits in general who bear the burden of flexi-
bility, not just young people. 
" These few indicators show that it is useful to 
: be able to isolate a category of labour market 
;:  beginners in  order better to understand the 
··  mechanisms  by  which  a.  non-experienced 
·"  labour  force  is  absorbed  into  enterprises. 
.~  However, these indicators do not allow us to 
..  look in depth at the transition process which 
" precedes the acquisition of a stable job. This 
" kind of analysis is possible only from longi-
" tudinal studies. The following  section illus-
trates  the results  obtained when  surveys of 
schoolleavers are processed. 
Figure 5.8: Unemployment rates of juniors by level of education, EU-15,  ta>,  , 1997',  11 /n 
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A typology of data collection methods  that may 
help us  to  understand transition is  given in Box 
5.14.  Box  5.15  examines  the  method  choices 
made by the CATEWE project. 
Box  5.14:  Typologies  of  methods  used  and 
sources of data for transition research 
Once-only information collection 
•  Cross sections: the situations of young people 
of different  ages  questioned  at  the  same  time  are 
compared  (the data obtained do not make it  possi-
ble to apprehend the transition process - they relate 
to a specific moment of the economic cycle). 
•  Retrospective  questions  which  involve  either 
questioning  people  at  particular intervals  (the  data 
obtained  then  provide  little  information  on  people's 
situations  between  the  two  survey  dates)  or using 
event analysis to  find  out key dates or even  retrac-
ing educational routes and the first years of working 
life month by month (calendar method). 
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Successive surveys 
•  Trend  studies,  where  the  same  population 
groups (or the  population as a whole) is questioned 
at  regular  intervals,  and  simulated  or  pseudo 
cohorts, where the simulation consists in relating the 
findings obtained for a sample of people aged  X+1 
at  time  Y+1  to  the  findings  from  another  sample, 
independent from the first, of people of age X ques-
tioned at time Y. 
•  Time  series,  where the  same sample of peo-
ple  (a  cohort)  is  questioned  on  a number of occa-
sions. 
•  Panels  combine  the  advantages  of both  the 
methods  described  above  as  a  sample  of people 
(several  cohorts)  is  questioned  at successive inter-
vals and a new cohort is  included in the panel each 
time the survey is conducted. 
•  Longitudinal  surveys  may  take  the  form  of 
either times series (follow-up of a cohort) or panels 
(several cohorts are questioned at successive inter-
vals). ---------------------------------------- Transition to working life 
!Registers 
! The Nordic countries (FIN, S,  OK, N- in particular), 
! obtain data on transition by cross-referencing school 
registers and employment registers. 
Source:  Mainguet,  1999. 
Box 5.15: CATEWE- method conclusions 
The  CATEWE  project  (see  Box  5.8)  combines 
analyses of cross-section data from the labour force 
surveys with longitudinal data (flows) obtained from 
the  transition  surveys conducted  in  some countries 
(F,  IRL, Sco,  NL,  S)32 . 
The labour force surveys provide largely comparable 
information on ET and labour market (LM) features at 
European level. They can therefore be used to study 
the ET/LM relationship. They are of limited use, how-
ever, for analyses of transition. In the first place, infor-
mation on ET is relatively limited, and the categories 
may mask major variations between countries. Sec-
ond, this type of survey generally supplies few (or no) 
variables on the first job of LM entrants, or on subse-
quent occupational pathways. Third, since the sam-
ple covers all age groups, there may be a fairly limited 
number of entrants each year, preventing any refined 
statistical  analyses  of this group.  Lastly,  these  sur-
veys  generally provide  little  information  on  respon-
dents' socio-cultural profiles. 
I 
Surveys of school leavers allow for a more detailed 
analysis of the relationship between social character-
istics,  ET and  initial  LM  experiences.  They can  be 
supplemented by analyses of youth cohorts or by fol-
low-up surveys. Longitudinal data are essential for an 
analysis of young people's complex biographies. 
Method  conclusions  of  the  CATEWE  project  -
prospects for transition analysis 
The CATEWE  project has shown that it is possible 
to  construct  micro-databases  comparable  between 
countries (from  both labour force and school Ieaver 
surveys) which may be of major use to researchers 
and policy-makers. 
The Community labour force  survey (Eurostat) has 
shown  the  value  of using  variables  that  are  more 
complex than those normally studied.  For instance, 
using the  theoretical  ages  on  completion of educa-
tion  to  define  the  group  of new  potential  entrants 
and comparing it with older entrants (see 2.3.1. and 
the third edition of Key Data on Vocational Training 
in  the  EU  - Cedefop,  European  Commission  and 
Eurostat, forthcoming). 
32 These countries  were  chosen  because they  were  already 
conducting a survey of this type and researchers of differ-
ent nationalities were willing to work together to study the 
potential of variables for the purposes of comparison. 
j  The school Ieaver surveys in the five countries stud-
1 
ied and probably also in  Belgium (FI) and Portugal, 
provide  a  rich  comparative  database  for  studying 
I longitudinal aspects of the transition process. 
Combined  with  the  cross-section  data,  longitudinal 
data provide a comprehensive picture of transitions 
between  the  education  system  and  working  life  in 
Europe. 
2.3.2. Results of  the LDV project on 
vocational training and labour market 
transitions in Europe33 
The empirical analyses conducted under this proj-
ect were based on a set of comparable data collated 
from surveys of schoolleavers in France, Ireland, 
the Netherlands and Scotland. The aim was to study 
the relationship between school performance and 
the qualifications obtained by young people leav-
ing initial ET, and their subsequent labour market 
and ET outcomes. A particularly interesting feature 
of  this project was that it also analysed early school 
leavers i.e. young people leaving school with few 
qualifications (lower secondary level). 
The analysis was based on four hypotheses: 
(a)  In a State such as the Netherlands which has 
the most differentiated and selective ET system of 
the countries analysed, factors of inequality (gender 
and  social  background)  should  have  more  of an 
impact  on  the  type  of education  and  the  level 
achieved (Blossfeld & Shavit, 1993); 
(b)  'The  educational  qualification  distinctions 
amongst early school leavers - in terms of exam-
ination  grades  or  'pass/fail'  distinctions  - will 
almost  have  the  same  effect  on  labour  market 
entry as  the distinction between lower and upper 
second levelleavers.' (Breen et al.,  1995, cit. by 
Hannan et al., 2000); 
(c)  Controlling  for  the  level  of education  and 
the  marks  obtained, the  hypothesis is  that those 
specialising  in  vocational/technical  pathways 
would have a significant labour market advantage 
in comparison with those from general pathways 
(Shavit &  Muller, 1998); 
(d)  The impact of failure at school (early depar-
ture or failure in lower secondary examinations) on 
33  Vocational  trammg  and  labour  market  transitions  in 
Europe- coordinated by ESRI, Dublin, with the CES  of 
Edinburgh  University,  DESAN  in  Amsterdam  and 
CEREQ in Marseilles. Project funded under the  'surveys 
and  analyses'  strand  of  the  first  generation  of  the 
Leonardo da Vinci programme (Hannan et al., 1998). 
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labour market access should be more marked in the 
least differentiated systems and the least occupa-
tional labour markets- i.e. more serious in Ireland 
than in the Netherlands. 
The following conclusions were drawn from this 
project: 
•  There were substantial differences among the 
countries  studied from  the  point of view of the 
provision of and participation in post-school pro-
grammes for lower secondary leavers. 
•  The impact of the  two  factors  of inequality 
studied  (gender  and  social  background)  on  the 
level of education achieved was much greater in 
Ireland than in the Netherlands and Scotland. In 
Ireland,  early  leavers,  especially  those  with  no 
qualifications, were mainly working class  males 
with unemployed parents. The least differentiated 
system was therefore the system which gave rise 
to the most discrimination from the point of view 
of gender and social class. 
•  The four countries differed greatly as regards 
the level and quality of second-chance ET meas-
ures  and  active  labour  market.  The  nature  and 
extent  of State  intervention  to  help  early  and 
lower qualified leavers to enter the labour market 
varied substantially in the various countries. 
•  'Passing' the final lower secondary examina-
tion had a significant positive effect on employ-
ment chances in the four countries studied. The 
level of performance was almost as important for 
access to the labour market as for continued stud-
ies  in  upper  secondary  education.  A  policy  to 
encourage young people to enter upper secondary 
education  will  undoubtedly  fail  unless  care  is 
taken at an earlier stage to improve basic educa-
tional  performance  at  primary  and  post-primary 
level. There is little value in keeping young peo-
ple who are failing at school in education to the 
age of 17 or 18 unless they are also offered major 
educational support measures. 
•  A  qualification  obtained  in  technical  and 
vocational streams in most cases improved access 
to skilled manual jobs and the service sector, thus 
helping to avoid unskilled work and the most pre-
carious sectors of the youth labour market. 
•  The  relative  impact of failure  at  school  on 
employment chances proved not to be greater in 
Ireland. 
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2.4. Conclusions34 
It  is  not  possible  to  conclude  from  extsttng 
research that one system is more efficient than 
another in generating high levels of human capi-
tal or from the point of view of labour market 
integration. The best European models are char-
acterised, however, by a high degree of integra-
tion  and  coordination  from  the  State,  ET 
providers  and  employers.  Constructing  strong 
links between the ET system and the main eco-
nomic actors would therefore seem to be crucial. 
This relationship  may,  however, take different 
institutional forms (for instanceD, NL, Japan). 
The  recent  OECD publication  (2000c, p.  15) 
'From initial education to working life: making 
transitions work' comes to much the same con-
clusion: 
'Countries  in  which  the  connection  between 
pathways and their destinations [whether work 
or further studies] are embedded in solid institu-
tional frameworks seem more likely to demon-
strate successful initial transition outcomes, and 
are  less  likely  to  demonstrate  poor transition 
outcomes, than are countries in which the con-
nection is more loosely coupled. These features 
appear to be more important than the particular 
nature of the pathway itself' .35 
This conclusion is borne out by an observation: 
young  people  who choose  vocational/technical 
streams  at secondary  level  seem less  likely  to 
enter  precarious  and  low-skilled  employment 
(educational performance otherwise being equal). 
34 This section is based largely on the document produced by 
D.P. Hannan & P. Werquin (2000), 'Education and labour 
market change: The  dynamics of education to work tran-
sitions  in  Europe',  which  summarises  works  on educa-
tion/employment  relationships  under  the  4th Framework 
Programme of the DG for Research. It was also intended 
to  provide  a  starting  point for  the  S£h  Framework  Pro-
gramme 'Improving the human research potential and the 
socio-economic knowledge base'. This document is pub-
lished as a contribution to:  Descy & Tessaring, eds. Train-
ing  in  Europe.  Second  report  on  vocational  training 
research  in  Europe  2000:  background  report.  Luxem-
bourg: EUR-OP. Vol. 3 (published 2001). 
35  This  review  lists  other characteristics of efficient transi-
tion systems: 
•  a healthy economy; 
•  widespread opportunities to combine workplace experi-
ence with education; 
•  tightly knit 'safety nets' for those at risk; 
•  good information and guidance; 
• effective  institutions  and  processes'  (OECD,  2000c, 
p. 150). Some research has, however, reached  a rather 
contradictory conclusion: the most general sys-
tems - offering the highest level of initial gen-
eral education - provide a better foundation for 
further training during employment. 
The  hypothesis  is  nevertheless  put forward  in 
transition  research  (Hannan  et  al.,  1998, 
CATEWE), that social and economic exclusion 
is most severe in the most general systems. This 
hypothesis is based on two findings: 
(a)  differentiated streams with a strong techni-
cal/vocational orientation significantly increase 
the employment chances of young people from 
working class backgrounds; 
(b)  in general systems, there is more labour mar-
ket competition between the different qualifica-
tion levels for access to low-skilled jobs. 
In Germany, for instance, the high level of differ-
entiation of the ET system entails inequalities in 
educational performance, as a function of gender 
and social background. The fact that ET/occupa-
tional  equivalence  is  institutionally  recognised 
nevertheless  seems  to  offer  lower  qualified 
entrants some protection when they are faced with 
competition from better qualified people in the 
labour market (Blossfeld, 1994; Arum & Shavit, 
1995; Shavit &  Muller, 1998). However, young 
Germans who do not possess an upper secondary 
qualification are also at a relative disadvantage 
when  they  enter  the  labour  market  (Cedefop, 
European Commission, Eurostat, forthcoming). 
Few comparable data are currently available, mak-
ing it impossible to explore these issues further. 
Fields  in  which  there  has  been  little  research 
and which probably have a relatively important 
impact on transition include employers' recruit-
ment  and  promotion  practices,  organisational 
changes and the way in which the ever increas-
ing  level  of human  capital  among  entrants  is 
absorbed and used. This lack of information on 
the demand reflects the current bias of research 
towards the individual and supply. This bias is 
due  to  the  lack of available data and the  con-
centration  of those  data  that  are  available  on 
individual performance. 
A plea for comparable high-quality data 
According  to  Raffe  (2000,  p.  1-3),  data  and 
indicators  on  transition  should  satisfy  the  fol-
lowing criteria: 
•  They  should provide a  satisfactory answer 
to researchers' and policy-makers' various ques-
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tions. Education system professionals are inter-
ested  in  participation  levels  in  the  different 
streams, the skills acquired, LM outlets and the 
organisation  of transition  to  promote  lifelong 
learning.  Labour  market  specialists  are  inter-
ested in the issues of occupational integration, 
youth  unemployment  and  the  availability  of 
skills  in  the LM. Economists are  interested in 
promoting  the  skills  needed  for  competitive-
ness. Lastly, from a social point of view, inte-
gration is a stage during which inequalities may 
be diminished or exacerbated. 
•  They  should  be  sensitive  to  the  nature  of 
transition  (longer,  more  complex,  more 
diverse).  In  an  increasingly  less  stable  LM, 
where  permanent  long-term  employment  is 
tending to disappear, it is increasingly important 
to  assess  the  results  of transition  in  terms  of 
learning and employment. 
•  They should provide data comparable over 
time, so  that trends  can be monitored and  the 
impact  of  policies  evaluated.  Comparability 
should  also  be  possible  between  countries  in 
order to provide a starting point for formulating 
national and Community policies and to enable 
each system to be situated in the context of  global 
trends (which are increasingly transnational). 
Although there is a long tradition of research on 
transition,  no  existing  source  satisfies  Raffe's 
three criteria (op. cit.). The shortcomings of the 
data available  do  not make it possible to  find 
answers to  a whole set of research hypotheses 
and bias research by making it possible only to 
explore issues for which empirical information 
exists. This situation could be improved in var-
ious ways: 
•  by facilitating  researchers' access  to  Euro-
stat'  s microdata; 
•  by  improving  the  comparability  and  geo-
graphical coverage of national surveys by pro-
moting  exchanges  of  experience  with  other 
Member States36; flow data (covering five years 
after departure from the education system) are 
essential for an analysis of transition; 
•  by  continuing  to  formulate  international 
collection tools and work to  draw up common 
sub-questionnaires for Europe (the  OECD and 
lEA generally include national modules  which 
could be harmonised for the EU). 
36 Box 5.16 lists projects and networks working on compar-
ative analyses based on national data. 
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Implications for policy and for research37 
Research should try to find solutions which will 
support  and  facilitate  the  transition  between 
education and employment. The success of this 
kind of intervention varies between countries as 
they  have  been  affected  in  different  ways  by 
recession and have not all reacted in the same 
manner. 
The OECD review of transition (2000c, p. 10) 
sets out a number of fundamental policy objec-
tives that have yet to be achieved: 
•  'a high proportion of young people complet-
ing upper secondary education with a recog-
nised qualification allowing them to pursue 
work, tertiary education or both [dual quali-
fications, see Chapter 3, Part 1]; 
•  a high level of knowledge and skills among 
young  people  at  the  end  of the  transition 
phase [see Chapter 2, Part 2]; 
•  a low proportion of teenagers who are  nei-
ther in education nor in employment; 
•  a high proportion of young adults who have 
a job upon leaving education; 
•  a low proportion of young people remaining 
unemployed for  long  periods  after  leaving 
education; 
•  stable and positive employment and training 
and educational histories  after leaving  sec-
ondary education; 
•  an  equitable  distribution  of  outcomes  by 
gender, social background and region.' 
The profile of the  'youth' population varies in 
the Member States, as  do economic situations 
and institutional systems. Comparative research 
provides significant added value which helps us 
understand to what extent and why some poli-
cies can be introduced generally, while others 
can  work only  in  some  countries/institutional 
contexts. 
The  current  research  bias  towards  individual 
performance may cause policy-makers to err, by 
making  them  think  that  the  main  causes  of 
unemployment relate to the individual worker 
and that measures should be limited to this level 
of intervention. 
37  This section draws on the document produced by Hannan 
& Werquin (2000), 'Education and labour market change: 
The dynamics of education to work transitions in Europe'. 
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The shortage of jobs is due to macro-economic 
circumstances.  Building  up,  refocusing  and 
modifying individual skills does little more than 
modify the breakdown of unemployment. Nev-
ertheless, the acquisition of solid skills together 
with significant occupational experience during 
training ensures better chances of employment. 
This will also enable young people to be ready 
when economic growth picks up. 
It  would seem from the debate on transition that 
young people should be steered away from rel-
atively general types of education which do not 
allow them to be recruited on the basis of a spe-
cific  vocational  qualification.  However,  the 
increasingly rapid obsolescence of skills and the 
introduction  of a  policy  of lifelong  learning 
highlight  the  advantages  of providing  young 
people with a general and transferable skill base 
(providing a foundation for future learning) and 
widely applicable vocational skills (so that they 
continue to be employable) (see Chapters 1 and 
2 of Part 2 of this report). 
Measures to support transition from the educa-
tion system to  working life are  an imperative. 
There is  at present no solid basis of empirical 
research  that  the  Member  States  and the  EU 
could draw  on to  help  them to decide  which 
measures to introduce, although there are rela-
tively  sophisticated theoretical  and conceptual 
models. These gaps need to be filled by studies 
focusing  on  the  outcome  of  the  measures 
adopted, with a view to improving their impact. 
Given  the  complexity  of the  various  national 
systems,  the  data  currently  available  leave 
many  key  research  and  policy  issues  unan-
swered. 
Priorities  for  research  on  transition  (and  for 
VET research more generally) should be as fol-
lows: 
•  developing  sources  of  European  data  on 
relations between the education system and 
employment  so  that  comparisons  can  be 
made with the United States (our main com-
petitor); 
•  constructing  European  databases  on  the 
main policy and research issues. --------------.. ---------------------------·-------------·---------------------------------------------------------------------------·------------------------------------------------···----------------·- Transition to working life 
5.16:Comparative research on  school/training - working life transitions using national data sources 
Anglo-German Foundation (D,  UK): qualitative interviews,  longitudinal follow-up,  monitoring of young  people from 
Bremen  and  Paderborn  paired  with  young  English  people  from  four  economically  contrasting  areas:  Swindon, 
Sheffield,  Liverpool  and  Kirkcoldry.  The  main  variables  studied  are  the  skills  acquired  in  training,  occupational 
experience,  aspirations,  attitudes,  relations  between  education  systems,  labour market organisation,  the  context 
and  plans and  pathways (Heinz,  1993,  1994; Bynner 1992). 
CASMIN (D,  F,  IRL,  I,  NL,  S,  UK [GB],  CH, AU,  JP,  Taiwan,  US,  Israel): comparison of the results obtained from 
representative samples of labour market entrants. The main  variables studied are the link between qualifications 
and first jobs, the comparative yield of qualifications, etc. (Muller & Shavit, 1997). 
CATEWE (B-FI,  D,  F,  IRL, NL,  P,  S, UK- Sco; all  Member States for the labour force surveys): creation of a data-
base incorporating information on leavers from different school levels (ad hoc surveys - longitudinal or other, labour 
force surveys). The main variables studied are the economic and demographic context, the operation of education 
systems,  integration  processes,  individuals'  social  characteristics,  etc.  (Mansuy,  1998;  Hannan  et at.,  2000  and 
many other publications). 
Furlong  & Hammer (N,  UK- Sco):  longitudinal surveys to  study the impact of schemes targeting  lower qualified 
young people (Furlong & Hammer,  1995). 
lARD (EU-15, N,  Iceland, Liechtenstein): statistics on young people dropping out of secondary school, social char-
acteristics, causes of dropping out,  etc. (lARD n.a.). 
IDARESA - Integrated documentation and retrieval environment for statistical aggregates- (IRL,  NL, UK- Sco): 
establishment of a common reference framework for surveys of secondary school leavers, construction of a model. 
The  main  variables studied  include school  data,  qualifications,  continuing  training,  labour market positions,  pay, 
habitat, leisure, etc.  (Hannan eta/., 1994; Lamb et at.,  1997; Lamb et at.,  1998). 
Diplomas and labour market- LIRHE (0, E,  F,  I,  NL,  UK): matching of macro-economic data from varying sources 
in  different countries.  Work covers qualifications, skills and  the labour market: trends in  the structures of different 
occupations by qualification and  by age, etc. (Beduwe & Espinasse,  1997; Mallet eta/., 1996). This project is con-
tinuing under the TSER programme (EDEX, see Chapter 4,  Part 4,  Box 4.5). 
Paths of the Generation Longitudinal Survey (UK,  Russia and  EE)  uses longitudinal data to study integration as a 
function  in  particular of the streams attended (Bynner & Koklyagina,  1995). 
The OECD has launched a number of projects connected with transition research (OECD,  1993a, 1996k, 'Educa-
tion  at  a  glance',  1997;  Blanchflower  &  Freeman,  1996;  Bowers,  1998),  including  a  thematic  review  (OECD, 
2000c). 
Oskarsdottir (FI,  S,  N,  Iceland,  US)  uses surveys of school  leavers to  study failure at school  (drop outs),  school 
paths, family characteristics, occupational pathways, etc. (Oskarsdottir,  1995; Oskarsdottir et a/.,  1997). 
Smyth  & Surridge (IRL,  UK - Sco)  use  surveys of school  leavers to study labour market positions,  occupations, 
sectors of activity, social classes, etc.  (Smyth & Surridge,  1995, 1997). 
VTLMT (F,  IRL,  NL,  UK - Sco) analyses data on  premature departures from secondary education (Mansuy,  1998; 
Hannan et at.,  1998). 
The Network on transition in youth has the long-term objective of improving our theoretical understanding of young 
people's integration by means of a comparative analysis of regular and longitudinal surveys of this issue (contact: 
Patrick Werquin, e-mail: patrick.werquin@oecd.org). 
Source:  Mainguet,  1999. 
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~-B-~-;·5~-;-:·--TSER--~-~~ject 'Schooling, training and 
1  transitions - an economic perspective' 
! 
I Further to  CATEWE  (see  Boxes 5.8  and  5.15), this 
I
. TSER  project  is  relevant  to  research  on  transition 
1  from education to working life. 
I The research is about schooling, training and transi-
l
i  tions at various points of an individual's life cycle. Its 
aim  is  to  exploit the  wealth  and  diversity  of Euro-
i  pean  institutions  and  data  to  develop  further  an 
! expertise  in  comparative  analysis  and  a  deeper 
I understanding  of  the  mechanisms  which  have 
l shaped  schooling  and  training  systems,  and  labour 
1  market  transitions  (from  school  to  work,  and  from 
1  job to job), differently across countries. 
I 
·~·  The research looks at the production of established 
knowledge  and  skills,  their allocation  to  individuals 
i  and  jobs,  and  how  well  they  fit  together  in  each 
I society  depending  on  its  specific  institutions  and 
1
1  other  relevant  characteristics.  Special  attention  is 
1  focused  on  the  high  school  and  undergraduate 
1  level. 
I 
I
I The framework offers an aural way of understanding 
, the  interactions  between  the  schooling  system 
i (supplier  of  education),  the  learning  organisation 
(which  demands  specific  skills  and  supplies 
training), and the individuals (demanding for educa-
tion  and  supplying  the  skills)  whose  transitions 
reveal  the  costly  adjustments  that  took  place  to 
match the supply of education and  training with the 
demand for skills. 
Coordinator.  C.  Safer,  University of Orleans,  Centre 
de  Recherche sur I'Emploi et Ia  Production (AR2T), 
France. 
E-mail: Catherine.sofer@univ-orleans.fr. 
Final Report:  SOE2-CT95-2012- C.  Safer,  School-
ing,  training  and  transitions:  an  economic perspec-
tive,  2000. 
3. Social exclusion and reintegration 
via training 
Fallowing  the  review  in  the  previous chapter of 
the  particular problems  that  young people  may 
encounter during their transition from the educa-
tion system to  working life we will now examine 
people in the labour market. 
This  chapter  reviews  the  situation  of people 
whose pathways can be termed problematic and 
who are part of  what are called 'risk groups', as 
they find it difficult to become integrated into the 
labour market or, more generally, into society; for 
this reason they are the targets of specific meas-
ures. 
In addition, we analyse the role that training can 
play as a measure to promote social integration. 
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3.1. Introduction 
The first part of this chapter raises three questions 
regarding the unemployed: 
(a)  does unemployment lead to social exclusion? 
(b)  what  role  can  the  social  welfare  system, 
active measures and VET play  in the social 
integration of the unemployed? 
(c)  do the various kinds of active measures have 
pernicious effects? 
The  second  part  looks  at  the  specific  case  of 
lower qualified workers. The factors that exacer-
bate the pressures on this group and lead to  their 
exclusion will be examined. 
By way of conclusion, a study looking at the effi-
ciency  of programmes  for  the  occupational  re-
integration of the  long-term unemployed will be 
reviewed.38 
3.1.1. Populations at risk of  social exclusion 
The  structural  changes  that  have  reshaped  the 
economies of the industrialised countries over the 
last 20 to 30 years have also led to major changes 
in  the  structure  of the  labour  market  and  the 
social  classes.  The  situation  of  the  'working' 
classes  has  in  particular  deteriorated  (especially 
among unskilled manual workers) while the situ-
ation  of  the  middle  and  higher  classes  has 
improved.  The  fracture  lines  between  social 
classes  have  slipped.  Social  exclusion  in  all  its 
forms is now the lot of a much larger fringe of the 
population. 
The list of groups affected by social exclusion is 
very long: elderly and disabled people, the home-
less, people in psychiatric care or in prison, or liv-
ing  in  ghettos,  asylum  seekers,  the  long-term 
unemployed who lack skills and, generally, peo-
ple  on  low  incomes.  All  these  groups  have  an 
inadequate  economic, social  and cultural capital 
in one  or more  of the  following  areas:  housing, 
health,  social  networks,  income,  education  and 
work. 
The  term  'target groups' used in  labour  market 
policies  refers  to  people  who  have  far  fewer 
chances of finding  work. Although these  people 
form a very heterogeneous group, they generally 
have a low level of education and skills  and are 
therefore a target group for vocational training. 
38  The topic of unemployment is  examined throughout this 
report and in particular in Part 4, Chapter 4. --------------------------------------------------------------------------------------------------------------------------------------------------- Social exclusion and reintegration via training 
3.1.2. Social exclusion and inclusion 
Social exclusion may be defined in two ways: 
(a)  as  an  issue  of citizenship:  exclusion  is  a 
denial or non-realisation of social rights  such as 
the right to labour, to housing and to education; 
(b)  from a normative point of view: exclusion is 
expressed in terms of the gap between situations 
or  groups  in  one  or  more  fields  of social  life. 
Exclusion in this case is defined with reference to 
a group or a norm. 
Exclusion can be referred to the micro level (indi-
viduals  and  their  networks),  the  meso  level 
(groups, institutions)  and  the  macro  level  (soci-
ety). Reference points move, however, depending 
on the general economic situation and the evolu-
tion of the social structure. 
The first level, that of individuals and their net-
works, refers to  the relational  'fault line': exclu-
sion comes about because the exchanges that go 
together with participation in social networks are 
lacking. Individuals lose their contacts. 
The  second  point  of reference  is  that  of the 
group or of group phenomena. Social closure is 
the  process  by  which  social  groups  try  to 
acquire, increase or maintain their privileges by 
limiting access to them to  a circle of the happy 
few. Groups in competition place barriers in the 
way  of the  weakest.  This  competition  brings 
about  inequalities  in  resource  distribution;  it 
also isolates communities and curbs social rela-
tions. 
The third or macro level is  that of social  struc-
tures  and processes. Exclusion takes place along 
the  dividing lines  that fragment  society, such as 
the  segmentation  of the  labour  market  or  the 
growing  divide  between  income  from  pay  and 
from social protection, in terms of power and sta-
tus. 
Social inclusion is a normative political objective 
(in  contrast to  exclusion which is  a  factual  and 
real  situation).  Social  inclusion  is  defined  in 
terms  of the  four  roles  that each person  should 
play  in  society:  producer, consumer, citizen and 
member of various public social networks (such 
as  associations).  For each  of these  roles,  there 
should be cultural, normative, communicative and 
functional inclusion. 
3.2. Social exclusion, selection and 
vocational training for the unemployed39 
3.2.1. Unemployment and social exclusion 
Unemployment does  not affect the  whole of the 
population  in  the  same  way:  some  groups  are 
more  exposed for  various  reasons  (gender,  age, 
health, educational attainment or nationality- see 
Chapter 4 of Part 4 of this report). 
Gallie  (2000)  takes  the  findings  of the  various 
projects conducted under the targeted socio-eco-
nomic research  programme  (TSER projects, see 
Box  5 .20)  as  a  starting  point  for  studying  the 
links  between social protection systems, experi-
ences  of  unemployment,  chances  of  finding 
another job and social exclusion. He looks in par-
ticular  at  the  impact of the  financial  assistance 
offered to  unemployed people by the social pro-
tection  system.  The  author  thus  provides  a 
response to various questions linked to the impact 
of unemployment, and in particular its impact on 
social exclusion. 
Box  5.18:  TSER  projects  analysing  unemploy-
ment 
Projects  studying  the  risk  and  the  experience  of 
unemployment 
Gallie (2000) cites three projects: 
(a)  'Employment  Precarity,  Unemployment  and 
Social Exclusion' (EPUSE): comparison of the situa-
tion  of unemployed  people  in  seven  countries  (DK, 
F,  D,  NL,  IRL,  I, S) on the basis of national data and 
the European  households panel  (Gallie  &  Paugam, 
eds., 2000). 
(b)  'Youth  unemployment and  processes  of mar-
ginalisation  on  the  northern  European  periphery' 
(YUPNEP): analysis of the situation of young unem-
ployed people aged between 18 and 24 in  six coun-
tries (FIN,  Iceland,  N,  S,  DK,  Sco- Furlong & Ham-
mer, forthcoming). 
(c)  'Youth  unemployment  and  social  exclusion: 
dimensions,  subjective  experience  and  institutional 
responses  in  six  European  countries'  (YUSEDER): 
qualitative interviews with  50  people per country (B, 
D,  S,  EL,  I,  E- Kieselbach eta/., Report for DGXII). 
39 This  Part  draws  on  the  reference  contribution  of 
J. Vranken &  M. Frans, 2000:  'Selection, social exclusion 
and  training  offers for  target  groups'.  Contribution  to: 
Descy  &  Tessaring,  eds.  Training  in  Europe.  Second 
report  on  vocational  training  research  in  Europe  2000: 
background report.  Luxembourg:  EUR-OP,  Vol.  3  (pub-
lished 2001). 
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Projects analysing the  role  of active policies in  the 
labour market 
Gallie (op  cit.)  cites two projects providing informa-
tion  on  developments  in  B,  DK,  F,  D,  NL,  N,  P,  E, 
UK: 
(a)  'Social integration through obligations to work?' 
(Loedemel & Trickey, eds., 2000); 
(b)  'Inclusion  through  participation'  (Van  Berkel, 
Report for DGXII). 
Source: Gallie, 2000 (for a more detailed description 
of these projects, refer to Box 5.20). 
The social welfare systems of different countries 
provide  unemployed  people  with  very  different 
standards of living: we have on the one hand the 
countries of northern Europe where a large pro-
portion of unemployed people obtain a relatively 
good  standard of living  and, on the  other hand, 
countries such as Italy and Greece where jobseek-
ers receive minimal financial assistance. 
The  relationship  between  unemployment  and 
poverty  is  closely  linked to  the  structure of the 
social protection system. The proportion of unem-
ployed people who can be considered poor varies 
from 8% in Denmark to 49% in the United King-
dom (Table 5.6, EPUSE project). 
Country  Mid·1980s  Mid-19908 
Mean<b>  26.5  32.0  -~ ________________  ,._.,...,._,..,...,.,..~ .. 
DK  7.6  7.6 
F  23.0  23.3 
NL  11.3  25.2 
s  27.3  30.4 
IRL  37.3  33.4 
35.5  41.7 
37.1  45.7 
32.9  49.4 
(a)  Percentage of unemployed people with  an  income lower 
than  50%  of the  mean  equivalised  household  income 
line; 
(b)  non-weighted mean of the EPUSE countries as a%; 
(c)  the data refer to West Germany. 
Source: EPUSE calculations based on  national data. 
The YUPNEP project which analyses the financial 
situation of unemployed people by assessing the 
number of day-to-day activities that young unem-
ployed people are forced to abandon, shows that 
the circumstances of most unemployed Danes are 
good.  In  Scotland,  however,  young  people  are 
more severely affected by financial problems than 
in the other northern European countries. 
There  does  not  seem,  however,  to  be  a  link 
between the risk of poverty and the level of finan-
cial protection:  this  risk is  lower in  Italy, Spain, 
Greece and Portugal (where a large proportion of 
unemployed  people  do  not  receive  any  benefit) 
than  in  the  United  Kingdom  where  a  broader 
band of the  population receives protection (even 
though  benefit  levels  are  low).  This  result  is 
explained to  some extent by the fact that in the 
southern countries, young people, who are partic-
ularly  badly  hit  by  unemployment,  live  longer 
under the parental roof (more than two thirds of 
young people aged between 20  and 29  in I, E, P 
and EL in comparison with only 42% in the UK, 
29% in D and 14% in DK) and are not therefore 
affected to the same extent by the financial prob-
lems that unemployment causes. 
This  hypothesis  is  borne  out  by  the  qualitative 
analysis conducted as part of the YUSEDER proj-
ect:  young people experience poverty more as  a 
result of their family's  socio-economic  situation 
than  as  a result of unemployment benefit levels. 
Furthermore,  undeclared  work  is  much  more 
widespread  in  the  southern  European  countries 
(80% of young unemployed people say that they 
perform undeclared work in EL, I and E in com-
parison with some 30% in Germany and a negli-
gible proportion in B and S). 
Gallie (2000) continues his analysis of the impact 
of unemployment  by  analysing  participation  in 
social life. He reaches the following conclusions. 
•  Whereas  unemployment  does  not  seem  to 
have a clear-cut adverse effect on the  frequency 
of informal  social contacts  in the community, it 
does  lower people's participation in  associations 
(higher  participation  in  the  northern  European 
countries).  Participation  in  associations  is  often 
seen as important in helping people to hold on to 
the norms of citizenship (Almond & Verba, 1963; 
Kornhauser, 1958). 
•  If  social exclusion is defined as a situation in 
which poverty goes together with social isolation, 
unemployment  and  the  risk  of social  exclusion 
are  linked in  very  different ways  in  the  various 
European  countries.  In  the  southern  countries, 
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where  poverty  is  more  prevalent  than  in  the 
northern  countries,  unemployed  people  are  pro-
tected  from  social  exclusion  by  solid  ties  with 
family and friends. The risk of exclusion is much 
greater in countries such as  the United Kingdom, 
France  and  Germany  where  benefits  are  wide-
spread  but  occasionally  low  or  irregular  and 
where social ties are not as strong. 
3.2.2. Labour market exclusion and 
unemployment and training traps4° 
This section looks at various mechanisms, and in 
particular  employers'  recruitment  practices,  that 
play  a part in excluding  some  groups  of people 
from the labour market, and at other factors such 
as  the  existence of a social  protection  system -
and therefore financial assistance- as a barrier to 
a return to employment. 
3.2 .2 .1. Enterprise recruitment practices: the 
selection factor 
As mentioned  in  other  parts  of this  report,  the 
labour  market  is  segmented.41  The  selection 
processes  that bring  about  social  exclusion take 
place chiefly in the internal or external secondary 
segment (Mok, 1994). 
The  internal  secondary  segment  is  made  up  of 
workers  with  few  skills  occupying  operational 
posts  whose  competences  are  largely  rooted  in 
experience. This segment is very sensitive to tech-
nological progress, with the result that increasingly 
fewer skilled workers are now required. As the sup-
ply remains high, employers have a considerable 
margin of freedom in their choices. 
The external secondary segment is  made up of a 
population in an  even more  precarious position: 
marginal  workers  who  do  not possess  specialist 
vocational skills and are stigmatised as a result of 
physical or social disabilities. 
In addition to  this  division of the labour market 
into  (internal and  external)  primary and  second-
ary  markets for  different groups  of people, vari-
ous  stereotypes and mechanisms have an  impact 
on employers' choices: 
•  statistical  discrimination  describes  the  fact 
that  employers  do  not  employ  some  groups  of 
workers  who  are  felt  to  be  less  productive  (or 
unable to fit into the expected production regime) 
40  Only training of a vocational type, provided by external 
bodies for people without jobs, will be examined in this 
section. 
41  Chapter 2 of Part 3. 
because of their nationality, gender or other fea-
tures. These features then become stereotypes and 
are  used as  arguments  for  not employing immi-
grants  or  women  (for  instance)  irrespective  of 
their individual skills; 
•  crowding  consists  in  systematically  attribut-
ing negative, '  typically feminine' characteristics 
to women (over-sensitivity, inability to lead, lack 
of manual dexterity, overly moral behaviour). 
•  employers' preferences for workers already in 
similar posts is a third mechanism. The long-term 
unemployed  are  particularly  badly  affected  by 
practices of this type. 
•  the social closure described above is a general 
phenomenon which may be embodied in the for-
mal  or informal conditions  imposed by workers 
already in employment or by organisations. 
•  the  substitution  effects  resulting  from  both 
technical  advances  (replacement  of  people  by 
machines)  and  an  abundance  of  qualifications 
(jobs  occupied by overqualified people) are new 
developments (see Section 3.3 of this chapter and 
Section 4 of Chapter 4.2). 
This  rapid  review  of recruitment  practices 
shows  that it is  not enough to  improve the 
human capital of unemployed people to help 
them to gain a foothold in the labour market; 
some  structural  and  institutional  barriers 
have to be lifted if the divide separating those 
who are well integrated in the labour market 
from those who are not is to be removed. 
3.2 .2 .2. Trapped between unemployment and 
training? 
Unemployed people who find jobs do  not neces-
sarily improve their financial  situation:  the wage 
that they receive (for instance for a low-skilled or 
part-time job) may  not necessarily be  more than 
unemployment  benefit,  especially  if  additional 
costs  are  factored  in  (travel, child-minding, and 
other costs entailed by employment). People may 
conclude that unemployment is  the better option. 
This is  what is termed  'the unemployment trap'. 
A similar effect has been observed when people 
or target groups entering training find themselves 
in a worse financial situation. This can be termed 
'the training trap'. 
In both cases, the trap is all the more hazardous if 
unemployment benefit is  supplemented by  unde-
clared  income.  The  'training  trap'  nevertheless 
has a more pronounced impact, as jobseekers who 
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embark on training do  not just have to  make a 
financial outlay (transport, child-minding, course 
materials, etc.) but must also put off looking for a 
job.  Training  becomes  a  'risk'  activity  whose 
(immediate) result is far from certain. 
On the question of the unemployment trap, Gallie 
(2000)  uses  the  findings  of the  TSER  projects 
(see  Box 5 .18)  to  analyse the link between vul-
nerability to (long-term) unemployment and moti-
vation to work and also studies the impact of the 
quality of the social protection system (especially 
the  extent of financial  assistance) on motivation 
to  work.  The  differences  mentioned  above 
between  the  northern  and  southern  European 
countries as regards unemployment benefit levels 
(see Section 3.2.1) should bring about major vari-
ations  in jobseekers'  motivation  and  flexibility. 
However, the picture that emerges from the stud-
ies conducted seems somewhat different. 
Motivation to  work is  high  among  unemployed 
people in Europe: 64% say that they are commit-
ted to work, leaving aside any question of finan-
cial necessity. Unemployed people want to work 
even  more  than  employed  people  (Table  5 .7). 
Country  %committed  %committed 
unemployed  workers 
DK  82.8  76.3 
NL  80.4  67.3 
!s  78.7  75.9 
UK  78.3  53.0 
75.6  42.7 
EL  74.8  49.4 
1
1RL  71.4  62.1 
p  70.7  58.8 
D (East)  69.0  61.2 
.A  66.7  54.0 
B  60.4  44.4 
F  59.4  36.9 
FIN  57.5  55.2 
EL  51.7  35.8 
D (West)  48.7  43.2 
EU-15  63.7  48.0 
Source: Gallie, 2000. 
356 
This might be explained by the fact that the value 
of work  can  only  be  truly  appreciated  after  an 
experience  of unemployment.  A  high  level  of 
unemployment  benefit  does  not  seem  to  deter 
unemployed people from wanting to work. 
The findings of the EPUSE project show that gen-
erous unemployment benefit systems do not make 
jobseekers less flexible. Indeed, in Denmark, the 
Netherlands  and  Sweden,  which  have  the  most 
generous benefit systems, there is more flexibility 
than in Italy and Greece which offer limited-or no 
- social protection to unemployed people. 
Other studies (EPUSE, YUPNEP) show, moreover, 
that women are as motivated to find work as men: 
on average in the EU, 68% of women say that they 
want to  work in  comparison with 60%  of men. 
They may not be as motivated, however, in coun-
tries where cultural differences between the gen-
ders are more pronounced (southern Europe). 
We can therefore conclude from these empir-
ical findings that unemployed people are no 
less  committed  to  work  than  workers.  An 
unemployment  benefit  system,  moreover, 
does  not weaken  people's desire  to  work42 
(with  the  possible  exception  of women  in 
countries  where  gender differences  are  cul-
turally more traditional). 
3.2 3. Exclusion from training programmes43 
People became increasingly aware in the 1980s that 
unemployment was structural and likely to exclude 
some groups with low levels of education almost 
permanently from  the  labour market. There  is  a 
structural divide between people in work, most of 
whom are (highly) qualified, and people in unem-
ployment, most of whom are  not. Training  then 
tends to be seen as a way of  plugging this gap, since 
it is able to improve people's qualification levels. 
People's participation in training and their labour 
market  integration  are  determined  by  the  same 
factors.  Some  groups  are  therefore  under-repre-
sented  in  training  programmes  (women,  lower 
qualified  people,  elderly  unemployed  people, 
immigrants  and  the  disabled).  This  kind of dis-
crimination is creating a hard core of unemployed 
42 This concept has, however, many facets; while some peo-
ple may say that they are  'committed to work', they may 
lay down certain conditions or be unavailable. 
43  In this chapter, a 'training programme' is considered to be 
training of a vocational type, provided by external bodies, 
for people without jobs. ------------------------------------------------------------------------------------------------------------------------------------------------- Social exclusion and reintegration via training 
people who  combine a number of disadvantages 
and who as a result are more likely to be excluded 
from training. 
The mechanisms underpinning this exclusion can 
be studied from various points of view. 
3.2 .3 .1. Institutional exclusion: who is eligible 
for training schemes? 
Various groups of individuals can be identified in 
the labour market: 
•  full-time workers in the formal labour market; 
•  part-time workers in the formal labour market; 
•  workers  in  the  informal  (undeclared)  labour 
market; 
•  unemployed people receiving benefit; 
•  unemployed people not receiving benefit; 
•  unregistered unemployed people. 
Training full-time and part-time workers is tradi-
tionally the task of employers. Part-time workers 
nevertheless  participate  less  in  training.  This  is 
true for all the new atypical forms of employment 
(differing  from the traditional model of the per-
manent,  full-time  contract  of employment)  for 
which employers offer less training. The State is 
not offsetting this shortfall. 
In  most  European  countries  only  unemployed 
people receiving benefit are  eligible for training. 
The  other three  groups  (unemployed people  not 
receiving  benefit  or  not  registered,  undeclared 
workers) seem to be ignored by the system. 
Status as an unemployed person goes together with 
a set of administrative  criteria which  determine 
access to  training, in particular including a mini-
mum period of unemployment. Training currently 
tends to be offered after a short period of unem-
ployment, in order rightly to  prevent the  vicious 
circle of chronic exclusion linked to a lengthening 
period of unemployment. This policy helps to mit-
igate some of the side effects (perception of image, 
loss of experience, obsolescence of qualifications, 
etc.), but also generates major dead weight effects 
as it is difficult to identify people who are likely to 
remain unemployed in the long term (see also Sec-
tion 4.1.3 .5 of Part 4 of this report). 
If  it is decided, moreover, to make access to train-
ing  subject to  a continuous period of unemploy-
ment, workers who  alternate between short peri-
ods  of  employment  and  unemployment  are 
penalised and may be deterred from looking for a 
job (see Bollens, 2000). 
The current training system for unemployed 
people  could be termed  'meritocratic':  it  is 
tailor-made  for  full-time,  registered  unem-
ployed people receiving  benefits  (the  coun-
terpart  of  full-time,  permanent  workers) 
(Nicaise et al.,  1995). 
In addition, organisations financed by  the  public 
authorities are gradually taking charge of training 
schemes .44  The  selection  criteria  which  govern 
the award of  funds are also barriers whose num-
bers  may  well  grow  when  there  are  multiple 
sources of finance. Increasingly cut-throat compe-
tition between training providers for finance also 
has an impact on their creaming off practices. 
3.2 .3 .2. Economic exclusion: the quest for 
efficiency 
The  result  of public  budget  cuts  is  to  place  a 
greater  emphasis  on  training  programmes'  eco-
nomic  efficiency,  judged  against  the  results  of 
these programmes. This  criterion is  increasingly 
being used to calculate the resources to be allo-
cated to  the various providers .45 For the training 
provider, the challenge is  then one of integrating 
the maximum number of unemployed people into 
the labour market. The more the stress is  placed 
on efficiency, the  more programmes are targeted 
on those individuals most likely to achieve the set 
objectives with the result that people who are not 
felt to be as good are excluded. Creaming off may 
take  extreme  forms  (medical, psychological and 
technical tests). 
This problem can be resolved by setting differen-
tial objectives, i.e. by measuring the outcomes of 
programmes  in  relative  and  not  absolute  terms 
(taking account of participants' initial characteris-
tics  or  comparing  them  with  the  outcomes  of 
another group  which  has  not attended  training). 
Another solution is to link financing to the target-
ing of disadvantaged groups and to carry out a rel-
ative  evaluation  (mixed  input- and  output-based 
financing). When providers  are  unable to  select, 
and at the same time have to guarantee an optimum 
level of results, the quality of the jobs accessible at 
44 In  many  countries,  unemployment  benefit  is  financed 
from  workers'  social  security  contributions.  In  some 
respects, this  system  does  not  seem  to  be  fair:  socially 
excluded people could be financed using various types of 
taxation  revenue,  which  would  be  a  slightly  different 
approach and could have implications from  the point of 
view of budget allocations. 
45  For a detailed analysis of this resource allocation mecha-
nism, see Chapter 2 of Part 1. 
------357 Part five  - Individual performance, transition to work and social exclusion ---------------------------------------------------------------------------------------
the  end  of the  trmmng  scheme  is  affected,  as 
providers are looking for a maximum placement 
rate to the detriment of  job quality. This collision of 
objectives has to be avoided by a clear-cut choice: 
placement levels or targeting of a priority group. 
Output-based financing may therefore have perni-
cious  effects  and  may  influence  the  practices  of 
training providers. Two further criteria are also cru-
cial: the period  for which the subsidies are awarded 
and the way in which they are awarded. For service 
providers, a policy in which priority is given to short-
term financing is a handicap as it reduces planning 
margins, the ability to react to rapid labour market 
changes and time channelled into looking for per-
sonnel. Participants in training may also be disad-
vantaged when financing is limited to the training 
scheme and excludes allied services (guidance, etc.). 
Budget cuts also affect training plans: only those 
ensuring  the  organisation's  survival  are  chosen 
rather than those that might well be more in keep-
ing with the needs of the unemployed. 
Training providers spend a great deal of time 
conforming  to  the  criteria  defined  by  the 
public authorities, looking for new sources of 
financing  and  monitoring  their expenditure. 
In general, integrating the dimension of eco-
nomic viability into training changes the per-
son  into  a  'product' that  has  to  satisfy  the 
requirements of employers. 
3.2 .3 .3. Psychological exclusion: motivation 
When they  are  not  subject to  the  external con-
straints  discussed  above,  'motivation',  in  the 
meaning of the will to improve one's situation, is 
the criterion that seems to be paramount impor-
tance for the training provider in selecting trainees. 
Various typologies of unemployed people's moti-
vation  levels  have  been  drawn  up  (De  Witte, 
1992; Verdie & Sibille, 1992; Kroft et al., 1989). 
They examine attitudes  to  work  (and  consump-
tion), training, jobseeking (and the hope of find-
ing  a job), the  way  in  which  unemployment is 
experienced and the degree of frustration and res-
ignation.  Combining  these  parameters  makes  it 
possible to draw up different profiles of jobseek-
ers  and  to  assess  the  extent  to  which  they  are 
motivated to look for a job.46 Trainers need to be 
46 For  further  details  of the  various  typologies,  reference 
should be made to  the reference contribution of Vranken 
& Frans (2000). 
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aware of the specific characteristics of each pro-
file and to manage them in different ways .47 
The motivation and the needs of unemployed 
people do not just shape their desire to par-
ticipate and their success but also their access 
to training, the latter being defined as a path 
along  which  the  needs  of jobseekers  can 
gradually  be  matched  to  the  needs  of the 
labour market. 
3.2 .3 .4. Cultural exclusion 
Another important question: does training reflect 
the culture of the target group or the culture of the 
labour  market  or does  it  try  to  build  a  bridge 
between the two. 
The CASEL project (Darmon & Frade, eds, 1998) 
sets  out four  socialisation-acculturation  patterns 
(SAP) based on the combination of three parame-
ters:  (1) the underlying philosophy (ethos) of the 
training  provider,  (2)  the  type  of training  and 
learner approach and (3) the reaction and the rela-
tionship  of  the  individual  to  this  philosophy 
(ethos) and type of training. 
The first type of SAP aims to transform people's 
personalities to match an ideal employee model. 
In this  'identification' pattern, the labour market 
is idealised and forms a point of reference that is 
not called into question, the structural nature of 
unemployment is denied, and stress is placed on 
behaviour and attitudes rather than on skills and 
qualifications.  This  means  that  unemployment 
and  social  exclusion  are  considered  to  be  the 
result  of individual  characteristics  and  not  the 
consequences of external factors. In an 'assimila-
tion' SAP, the aim is to shape people's attitudes 
and behaviour so that they are in keeping with a 
predetermined  model  required  by  the  labour 
market.  An  'inclusion'  SAP  aims  to  provide 
employable  learners  with  techniques  and  tricks 
helping them to gain access to the labour market 
while preserving the mutual differences between 
individuals.  Lastly,  an  'adaptation-accommoda-
tion'  SAP  aims  to  provide  the  best  possible 
match between accommodation of the individual 
to  the  labour  market  and  adaptation  to  each 
learner. 
47  One criticism of these typologies is that they do not take 
account  of contextual  factors  such  as  family  situation 
(occupational situation of the spouse, number of children, 
etc.)  which may bias  an  analysis  of people's motivation 
and potential needs. --~----~-------------------------------------------------- Social exclusion and reintegration via training 
The  stricter the  financing  system, the  more 
likely it is that there will be an SAP of  the 'iden-
tification' or 'assimilation' type. In general, it is 
preferable to treat learners' attitudes as a factor 
influencing the degree of  success that they will 
have in adapting to the culture of the training 
agency and the labour market rather than as 
individual  shortcomings.  Unemployed  peo-
ple's  motivations  and  attitudes  should  not 
therefore be analysed using psychological or 
attributive grids, but as components of  a system 
that also includes the policy framework and the 
market with which these attitudes interact. 
3.2 .3 .5. Political exclusion 
Several political developments have recently had 
an  impact on the  training  supply  and  on exclu-
sion: pressures on national public budgets and the 
introduction of active measures, including train-
ing in particular. 
Unemployment benefit accounts for a substantial 
proportion of the social security budget and pas-
sive measures (unemployment and other benefits) 
are subject to growing curbs. The introduction of 
active  policies  is  intended  to  rationalise  unem-
ployment insurance expenses. Various rationalisa-
tion measures have been introduced to provide an 
optimum ratio between the expenditure commit-
ted and the results obtained: output-related fund-
ing, calls for tender, payment conditions linked to 
stricter criteria and various control measures (see 
Section 3.1.4 on economic exclusion). 
The concept of activation, based on a  policy of 
income  support,  welfare  and  control  of unem-
ployment, has a growing audience. 
Supporters of this  approach advocate meas-
ures for the rapid social reintegration of  people 
excluded from the labour market and depend-
ent on social welfare. In most European coun-
tries the introduction of active measures is felt 
to be of growing importance; there are still, 
however, some differences as regards whether 
or not these measures are compulsory and as 
regards which measures should be chosen for 
the purposes of  reintegration. Under most pro-
grammes, this reintegration must take place 
via the labour market (Geldof, 1999). 
Within  the  European  Union,  the  budget  chan-
nelled into active measures has increased. Gallie 
(2000) cites some figures: in the mid-1980s, Swe-
den spent 2.2% of its GDP on active measures in 
comparison  with  0.2%  in  Greece  and  0.3%  in 
Spain~  in  the  mid-1990s,  Swedish  expenditure 
had risen to  3.2% of GDP while there had been 
little change in Greece (0.3%). 
One of the changes introduced into active meas-
ures  during  the  1990s was  what can be termed 
'workfare'48  where  unemployed  people  receive 
financial  assistance only if they  are prepared to 
accept  employment.  The  'social  integration 
through work?' project (see Box 5.18) studied the 
impact of workfare which it defines as  any  'pro-
gramme or measure where people are required to 
work  in  exchange  for  social  welfare  benefits'. 
Sanctions that may go as  far as  total withdrawal 
of unemployment benefit may be imposed if they 
fail to comply. 
The  ways  in  which  workfare  is  applied  vary, 
especially as regards the severity of the financial 
penalties imposed in cases of failure  to  comply. 
For instance, approximately one fifth of benefit is 
stopped in Denmark and one quarter in Germany. 
Various comments need to be made about the re-
integration ability of this policy measure: 
•  social reintegration is  shaped by the quality 
of the job obtained~ 
•  workfare  may  worsen  marginalisation  by 
labelling  and stigmatising the people taking 
part in it~ 
•  the  removal  of one  of the  last  safety  nets 
places people who, for one reason or another, 
cannot take part in the programme, at greater 
risk. 
The last point is nevertheless a sensitive and con-
troversial issue: since unemployed people receive 
financial support from social security funds (and 
therefore  from  workers'  contributions),  it  is 
socially  acceptable  to  impose  some  form  of 
labour  force  participation  on  them  (Table  5.7 
shows that on average 36% of unemployed peo-
ple do not want to work). 
Gallie (2000) concludes that an evaluation of 
the results of workfare needs to be based on 
a range of criteria and not just on the fact that 
a job has been obtained. Account needs to be 
taken of the characteristics of these jobs and 
of the future of people not taking part in the 
measure. 
48  The term is derived from 'work' and 'welfare'. 
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Training  has  for  some  years  been  seen  as  an 
active measure that is effective against unemploy-
ment,  as  shown  by  the  European  employment 
strategy  which  clearly  advocates  a  shift  away 
from  passive  to  active  measures  and  explicitly 
mentions training.49 
This approach has a positive impact for the most 
disadvantaged, since, in cases where the aim is to 
increase  the  number of participants  in  training, 
selection criteria become more flexible. Compul-
sory participation nevertheless has some risks. 
The European countries are moving in the direc-
tion of what can be termed 'learnfare'50:  the ben-
eficiary  has  to  attend  training  to  continue  to 
receive benefits. Despite its emancipating nature, 
training  then  has  a disciplinary  connotation and 
exacerbates the risks of exclusion for those who 
do not play by the rules. The literature shows that 
compulsory  programmes  are  often  inefficient 
(adverse impact on service quality, reluctance of 
employers  to  employ  a  stigmatised  group  and 
demotivation  of learners).  Unemployed  people 
therefore need to  be offered  training  that makes 
them  more  employable  (the  risk  of  exclusion 
being  greater  in  the  case  of non-participation), 
preceded  by  information  explaining  why  this 
training is beneficial (in order to improve motiva-
tion  and  justify  the  compulsory  nature  of the 
measure). 
Approaches  that  disregard  the  surrounding 
economic  context are  based on a  model  of 
individual  deficiency  according  to  which 
people  are  unemployed  because  they  lack 
'qualities'.  This  transfers  responsibility  for 
unemployment to  the unemployed person.51 
From  this  point  of view,  the  role  of the 
authorities is then to provide training oppor-
tunities and people who, despite these oppor-
tunities, continue to be unemployed are sus-
pected of not wanting to work or to be inca-
pable of working. 
49 The European Employment Strategy  sets  out  guidelines 
and objectives to be achieved for each Member State. 
50 Applied to learning, this formula refers to the introduction 
of an obligatory system of education and training. 
51  Unemployed people nevertheless become responsible for 
their position vis-a-vis society when they refuse to accept 
a job in  keeping  with  the qualification and/or skills that 
they possess. 
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France  is  an  example  of a  country  where  the 
stress has clearly been placed on combating social 
exclusion:  as  unemployment is  considered to  be 
structural, it is  felt  that  the  State  has  a duty  to 
help people to  become reintegrated.  In  Norway, 
on the other hand, it is felt that responsibility for 
unemployment lies mainly with the  unemployed 
person.  In  general,  policies  that  concentrate  on 
combating  social  exclusion  place  the  stress  on 
skill  acquisition;  when  it is  felt  that  unemploy-
ment is  largely the responsibility of the  individ-
ual, the tendency is to concentrate more on com-
pulsory work measures (workfare) (Gallie, 2000). 
Lastly, the  objectives set at European level, 
i.e. training for all young people before they 
have  been  unemployed  for  six  months  (12 
months  in  the  case  of adults)  work  against 
the  long-term unemployed, the  most disad-
vantaged  or those  who  have  the  most  'at-
risk' profiles. They are not a genuine curative 
policy (Boll  ens, 2000 and Chapter 4 of Part 4 
of this report). 
3.3. Lower qualified workers: a group at 
risk of exclusion?
52 
In a context of high unemployment and inflation 
of  qualifications,  a  low  level  of  education  is 
increasingly  synonymous  with  a  precarious 
labour market  situation.  Lower qualified  people 
would  be  further  penalised  if lifelong  learning 
became  a  sine  qua  non  for  quality employment 
(especially  in  a  context  where  training  models 
geared towards developing workers' skills are not 
always to be found). 
What handicaps do  lower qualified workers face 
in comparison with the remainder of the popula-
tion? Which labour market mechanisms are bring-
ing about an increasingly marked selective exclu-
sion? What form should training measures for this 
group take? 
Before trying to answer these questions, we need 
to identify the characteristics of this group which 
is  increasingly  vulnerable  to  the  risk  of unem-
ployment or downgrading of their labour market 
position. 
52  This  section  draws  on  the  reference  contribution  of 
J.  Brandsma, 2000:  'Training  and employment perspec-
tives for lower qualified people'. Contribution to:  Descy 
&  Tessaring, eds. Training in Europe. Second report on 
vocational training research in Europe 2000:  background 
report. Luxembourg: EUR-OP. Vol. 3 (published 2001). 3.3 .1. Lower qualified workers in a changing 
and dynamic labour market 
Using  the  term  'lower  qualified'  highlights  the 
fact  that education and  training  are  a positional 
good. However the link between a particular level 
of education and particular level of employment 
may vary with time. 
Box 5.19: Definitions of 'lower qualified' people 
The  group  of lower qualified  people  is  fairly  wide-
ranging. 
On  the  basis  of  formal  competences,  Bock  et 
Hovels (1991) include in  this group: 
•  early leavers from lower secondary education; 
•  people  leaving  the  education  system  with  a 
lower secondary education certificate; 
•  people  leaving  the  education  system  during 
upper secondary education (including VET); 
•  people failing the final  upper secondary exami-
nation (including VET). 
Researchers  in  the  Newskills  project  (Murray  & 
Steedman,  1998;  Mcintosh,  1998;  Leuven  et  a/., 
1998), considered that the ISCED classification was 
an acceptable measurement tool for describing peo-
ple's level of education and defining the boundaries 
of the 'lower qualified' group. 
Hannan eta/. (1998) considered that the ISCED cat-
egories were too wide and imprecise and unable to 
capture the real  meaning of the term 'lower second-
ary leavers'. 
Under the  ISCED  classification,  the  lower qualified 
population corresponds to  levels 0 to 2.  These lev-
els  are  highly  heterogeneous,  as  level  0  corre-
sponds to  pre-primary,  1 to  primary and  2 to  lower 
secondary. They therefore include people with very 
different  schooling.  It  is  also  difficult for  ISCED  to 
take  account of all  the  forms  of VET that  are  not 
officially  recognised  - especially workplace  VET -
with the  result that it slightly overestimates the size 
of the 'lower qualified workers' reference population 
(Brandsma,  1999). 
NB:  The  ISCED  classification  was  drawn  up  by  Unesco  in  1976 
and  revised  in  1997. The various categories of the new version of 
the ISCED are briefly reviewed in  Box 4.1  in  Part 4 (see also: Tes-
saring,  1998b, Annex  1;  OECD,  Education  at a Glance,  2000  as 
well as Table 4.2 of Part 4 of this report for the initial data collected 
using the new classification). 
Nowadays, the  term  'lower qualified'  is  associ-
ated  with  the  risk  of unemployment  and  social 
exclusion or, at least, refers to those segments of 
the labour market where stability, pay and qualifi-
cations are low (Hannan et al.,  1998). The mean-
ing  given  to  this  notion  obviously  depends  on 
Social exclusion and reintegration via training 
policy  objectives,  national  systems  and  recruit-
ment practices. 
The  'risk group'  is  therefore  defined  largely  in 
terms of the socio-economic context. In a period of 
high unemployment, the boundaries of this group 
are broader than in a period of full employment. 
There  is  nevertheless  an  emerging consensus  in 
Europe that the upper secondary level (ISCED 3) 
has become the minimum needed for a good start 
in  working life.53  Protective measures  are  there-
fore  being  targeted  on  those  not  reaching  this 
threshold level. 
It should also be borne in mind that mechanisms 
of  social  reproduction  play  a  part  in  the 
phenomena  studied  here.  Premature  departures 
from  the  system  are  shaped by  socio-economic 
variables (for instance the family's financial situ-
ation)  and  individual  characteristics  (gender, 
nationality). Educational causalities  are  concen-
trated on the  least advantaged families  (Hannan 
etal., 1998). 
3.3 2. Employment prospects for the lower 
qualified: mechanisms at play in the labour 
market 
Part 4 of this  report  analyses  the  labour market 
situation and labour market changes, in particular 
the  interactions  between  supply  and  demand 
(Chapter 3) and labour market imbalances (unem-
ployment and overqualification - Chapter 4). The 
main social repercussions of labour market imbal-
ances will be analysed here. 
Various  hypotheses  may  explain  the  deteriorating 
working conditions of  lower qualified people, whose 
numbers are also falling in proportional terms: 
•  the redistribution of employment between the 
sectors; 
•  the bias that the new technologies have intro-
duced  towards  more  highly  skilled  workers 
(skill-biased technology) and sectoral changes 
(trade  shifts),  which  are  being  reflected  by 
overqualification or deskilling (up-, deskilling; 
over-, underqualification); 
•  labour market substitution; 
•  labour market segmentation. 
53  The new ISCED separates three ISCED 3 (upper second-
ary education) groups. In future studies of the 'lower qual-
ified', it  might  well  be  advisable  to  add  level  3C  pro-
grammes (leading solely to the labour market) lasting less 
than six months to the ISCED 0 to 2 category. Part five - Individual performance, transition to work and social exclusion ---------------
3.3 .2 .1. Redistribution of  employment between 
the sectors 
Formally low-skilled jobs are concentrated in the 
following  sectors:  agriculture, industry  (textiles, 
mining,  processing  industries),  transport,  hotels 
and catering, sales and small repairs. Apart from 
the last four, these sectors are in decline. Lower 
qualified people are therefore more vulnerable to 
unemployment. It might  also  be  added  that  the 
service sector boom is absorbing relatively few of 
the people discussed here. 
3.3 .2 .2. Skill-biased technological change and 
trade shifts 
The hypothesis of the bias introduced by the new 
technologies  and  the  hypothesis  of trade  shifts 
have a common feature:.  wage  gaps  are  used as 
proxy indicators of changes in the skill demand. 
In  the  skill-biased technology hypothesis, tech-
nical advances are used to explain the increased 
demand  for  highly  skilled  workers.  In  the 
hypothesis of trade shifts, the emphasis is on the 
impact  of  movements  of  goods  production  -
using  a  predominantly  lower  qualified  labour 
force- to countries or regions where wage costs 
are  lower.  It  would  seem,  however,  that  this 
development explains only a small proportion of 
the  demand  for  lower  qualified  workers 
(Newskills,  1999). Nevertheless, there has been 
massive relocation in some sectors (for instance 
the textile sector). 
Several  factors  have  a  combined  impact  (the 
skills available or to be developed, the organisa-
tion of work processes  and  the effects  of intro-
ducing  new  technologies)  and  it  is  impossible 
precisely to quantify their respective impact. 
It would  seem that  the  impact of technological 
innovation  on  the  skill  demand  takes  place 
through  the  organisational  structure  of  work 
(Carnevale, 1991; Brandsma, 1993; Stem & Ben-
son,  1991;  Tuijnman,  1993).  Organisational 
changes  and  skill  levels  are  complementary; 
restructuring is  hampered by shortages of highly 
skilled workers (Newskills, 1999). 
Choosing  certain  forms  of  work  organisation, 
management  strategies  and market profiles  may 
devalue  skills  and  polarise  the  labour force:  on 
the one hand, skilled workers operating in a new 
kind of work organisation (removal of hierarchi-
cal levels, integration of learning and knowledge 
into  work  processes)  and,  on  the  other  hand, 
lower qualified workers for whom the content of 
work  and  working  conditions  are  downgraded 
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(jobs are impoverished and always function along 
Taylorist lines). The new technologies may  well 
exacerbate this trend. 
3.3 .2 .3. Labour market substitution 
While  participation  in  education  by  disadvan-
taged  groups  has  increased, the  increase  in  the 
level of education is due to the middle and upper 
social  classes  who  are  moving  towards  even 
higher levels  of education  in  order to  maintain 
social  differentiation.  This  development  is 
increasing  the  general  level  of  education  and 
playing  a  part  in  the  overabundance  of people 
holding qualifications. 
A  number  of  studies  show  that  the  general 
increase in the population's level of education is 
not being accompanied by  an  equivalent growth 
in the occupations requiring these levels of quali-
fication, leading to the problem of overqualifica-
tion (Hannan & Werquin, 2000). 
Structural changes in the occupations seem to be 
determined  more  by  the  supply  than  by  the 
demand  (Robinson,  1997;  Robinson  &  Mana-
corda,  1997;  Beduwe  et  al.,  1998;  Hannan  & 
Werquin, 2000; EDEX- see Chapter 3, Part 4). 
This seems to bear out the 'credentialist' hypoth-
esis  according  to  which  educational  credentials 
influence labour market selection and recruitment 
processes (in contrast to hypotheses according to 
which  the  increase  in  qualification  levels  is 
demand-driven:  skill-biased  technologies  and 
trade  shifts).  When  qualifications  are  abundant 
and unemployment is high, employers will opt for 
the highest qualifications. This causes a phenom-
enon of substitution (or replacement) as  regards 
posts set aside in theory for lower qualified peo-
ple  who  are  then  ejected  from  the  market.  It 
would  seem,  however,  that  this  phenomenon  is 
only of importance at the  time of labour market 
entry, as  higher qualified people become mobile 
after a few years and then obtain jobs in keeping 
with  their  level  of  education  (Hannan  et  al., 
1998). 
3.3 .2 .4. Labour market segmentation 
The  labour  market  is  segmented  into  different 
sub-markets with differential access, and employ-
ment conditions  are better in  some than  in  oth-
ers54.  The ease with which qualification holders 
gain  access  to  the  segment  that  rapidly  offers 
54 For a critical review of labour market segmentation theo-
ries and approaches, see Hanchane &  Mehaut, 2000, and 
Chapter 2 of Part 3 of this report. -----------··------------------·------·---··-·-··------------·--·------- Social exclusion and reintegration via training 
them a skilled and permanent job depends on the 
value that the labour market attaches to their edu-
cation and on other characteristics such as gender, 
age and nationality. 
The definition of the number of segments making 
up the labour market has evolved with economic 
change. The  actual existence of segmentation is 
currently  being  called  into  question.  There  has 
nevertheless been no loss of interest in this field 
of study:  what  changes  are  taking  place  in  the 
structure of the labour market and what implica-
tions do they have for access to continuing train-
ing and for lifelong learning? 
The distinction between a hard core (core  work-
ers) and a flexible core (jlex workers, in the sense 
of marginal workers) of workers is central to seg-
mentation  theories. The  former  group is  closely 
linked to the enterprise in which it works through 
stable  and  advantageous  contracts.  The  latter 
group is recruited under fixed-term or temporary 
contracts. It is obviously made up of lower quali-
fied people.55 
By way of conclusion, it would seem that the 
deteriorating situation of lower qualified peo-
ple  in  the  labour market is  the  result of a 
combination  of  factors  whose  respective 
influence is  difficult to  determine. It would 
seem however, that the impact of the supply 
(general increase in levels of education and 
overabundance  of  qualifications)  is  more 
important  than  the  impact  of the  demand 
(growing complexity of occupations  and of 
the skills needed), the cost of which may be 
an increase in overqualification. 
For lower qualified people, the prospects are 
not - in any case - very good. They will have 
to cope with periods of unemployment inter-
spersed with periods of participation in active 
measures  and/or  temporary  employment. 
These  workers,  like  enterprises,  are  not 
inclined to invest in training. When introduc-
ing  a  policy  of lifelong  learning,  account 
needs to be taken of the risk of exclusion of 
this group of workers. 
55  A  current  criticism  of segmentation  theories  has  been 
shaped  by  the  appearance  of highly  educated  'flexible' 
workers who move from one job to another and use this 
type  of work to  increase  their experience and  qualifica-
tion. The  tendency towards a more flexible  employment 
relationship no longer therefore necessarily means that the 
labour  market  position  of all  workers  in  this  group  is 
weakened. 
3 3 3. Training for the lower qualified 
The probability of participation in training is not 
equitably  divided  between  workers,  and  there 
seem  to  be  ongoing  inequalities  in  this  area 
(Houtkoop,  1985;  Tuijman,  1989;  Brandsma  et 
al.,  1995;  Hasan  &  Tuijman,  1997;  European 
Commission,  1999;  Newskills,  1999).  These 
inequalities  are  persisting  in  several  fields:  (a) 
the  higher labour force  participation  of men  is 
reflected by an under-representation of women in 
training; (b) young workers receive more training 
than  their  elders;  (c)  full-time  workers  receive 
more  training  than  part-time  workers;  (d) 
workers  in  large  enterprises  receive  more 
training  than  workers  in  small  enterprises;  (d) 
training is geared more towards the better quali-
fied;  etc.  (see  Pfeiffer,  2000,  and  Chapter  1 of 
this Part). 
If the  purpose  of training,  and  especially  'life-
long' learning, is  to integrate the lower qualified 
or  the  unqualified  into  jobs  and  the  cognitive 
economy, it must be preceded by a back-up policy 
(guidance, support) that prepares people to make 
the most of training. 
Assessing  and  recognising  non-formal  learning 
may  be  a  useful  way  of motivating  the  lower 
qualified,  bearing  in  mind  that  the  criteria  that 
define  the  lower qualified  group  are  based pre-
dominantly on formal education outcomes and do 
not  take  account of any  skills  acquired  through 
experience or in other areas of daily life. Identify-
ing  a person's  skills  makes  it possible  to  guide 
their learning and to anchor this learning to skills 
acquired beforehand (see Chapter 4 of Part 1 of 
this report). 
In  general,  and  in  order  to  prevent  lower 
qualified workers from being excluded from 
training, VET and employment policies must 
focus  on  strategies  and  tools  that  can  help 
them to learn:  targeted policies, intervention 
by  the  social  partners,  guidance  and  coun-
selling,  recognition  and  use  of  informal 
learning, etc. 
Improving  the  situation  and  employment 
prospects  of lower  qualified  workers  is  a 
must if European countries  are  to  maintain 
their economic competitiveness and the mar-
ginalisation  and  exclusion  of a  significant 
proportion of the  labour force  is  to  be pre-
vented. 
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3.4. Efficiency of programmes geared to 
the labour market56 
It is  only recently that comparative research has 
started to look at the  efficiency of training pro-
grammes.  Increasingly  accurate  information  is 
available on the upstream mechanisms that deter-
mine  access  to  training  and  the  downstream 
mechanisms  that  determine  labour  market  inte-
gration.  Less  is  known,  however,  about  the 
processes (curricula, teaching methods and other 
educational choices) that have  an impact on the 
effectiveness of training. It is  therefore the con-
tent of this  'black box' that is beginning to inter-
est researchers. 
Nicaise & Bollens ( 1998) rightly note:  'Although 
there appears to be a substantial body of work on 
long-term  unemployment  and  training  of (long-
term) unemployed, theoretical or empirical work 
concerning  the  relative  contribution of the  pro-
grammes' organisational, curricular, and instruc-
tional  characteristics  and  the  interdependencies 
between these characteristics is much less devel-
oped'. 
The  TSER  programme  has  financed  a  project 
involving  seven  countries:  Belgium,  Denmark, 
Greece,  Ireland,  Netherlands,  United  Kingdom 
and Norway. The purpose of the research was to 
develop a model of efficiency (at several levels) 
for  training  schemes  geared  to  the  labour mar-
ket57  and  targeting  the  long-term  unemployed. 
The project had three stages:  (a)  an inventory of 
the  main  characteristics  of  the  various  labour 
market programmes in the participating countries; 
(b)  comparative case  studies  in order further  to 
develop  the  conceptual  model;  (c)  a  survey  of 
training providers and prior learners. The results 
of training  were  expressed  as  outputs  and  out-
comes. The outputs corresponded to  educational 
results (the completion of training in this study) 
and the outcomes corresponded to labour market 
or further study outcomes (in this study, finding a 
- stable -job as a result of the course and/or tran-
sition to another education or training measure). 
The following  process  indicators  were  selected: 
availability  and  supply  of guidance  and  coun-
selling,  inclusion  of practical  training  in  enter-
prise (and its form), length and practical orienta-
56  ~his section is  based on the  final  report of the  project, 
fmanced under the TSER programme, on the efficiency of 
labour  market  training  for  the  long-term  unemployed 
(Brandsma et al.,  1999). 
57  Training in the form of active measures to promote labour 
market integration. 
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tion of the course, enrolment procedures and cri-
teria, and lastly, organisation and flexibility of the 
course. 
3.4.1. Main results 
One of the main problems that this  study faced 
was to find a way of monitoring the range of pro-
grammes  offered (systems  and  processes  organ-
ised in very different ways). Some countries offer 
a  wide range of training  initiatives for  different 
target groups, others have only a few large-scale 
programmes  (leaving  aside  differences  between 
regions).  This  diversity  had  to  be  taken  into 
account when interpreting the results. 
The lack of  differentiation of  outputs and outcomes 
raised  a  key  problem,  moreover,  when  the 
researchers  tried  to  establish  a  link  between 
processes and results. This study clearly showed, 
however,  that  participants'  characteristics  (age, 
motivation  and  length  of  preceding  period  of 
employment) did not affect either the drop-out rate 
or the chances of  finding a job. Dropping out during 
the training course did not, moreover, seem to have 
a significant impact on chances of  finding a job. 
The closer practical training  is  to  the reality  of 
working life and the later training in jobseeking 
comes in the course, the more chances there are 
of finding  a job (Table  5 .8). The fact that these 
two  variables  also  increase  the  probability  of 
dropping out has to be seen against the fact that in 
most cases people leave because they have found 
a job. The effects of flexibility and guidance are 
not very clear and more research work is needed 
for  a  better  understanding  of  the  mechanisms 
involved in their effects on dropping out. 
The  study  first  highlighted  the  process  of 
creaming off and its positive impact on the 
effectiveness of training schemes. This raises 
two  basic  questions:  (a)  should  training 
schemes be open to all the long-term unem-
ployed?  (b)  are  the  actual  beneficiaries  of 
training the same as those targeted at the outset 
('genuine' long-term unemployed people)?58 
Motivation seems to  be the most common crite-
rion for creaming off at the  time of registration 
for training. It is  difficult to decide whether this 
bias,  which  is  intended  to  optimise  the  match 
between learners (motivation, capacity and pref-
58  Readers should refer to Section 3 .2.3 for an analysis of the 
mechanisms involved. _________  Social exclusion and reintegration via training 
ComplGUon of the training 
course (olltf)uts) 
PrObability of  finding a Job (outcomes) 
+  Proximity with real 
work  Finding a job is the main reason for 
dropping out during the training course 
Flexibility of curriculum: 
optional modules and 
opportunity to choose 
one's own pace and 
sequ' 
Premature leavers from the education 
system are probably less able to plan 
their own training 
The probability of finding a job increases 
when the length of the training scheme 
is fixed 
Tra1mng  ,IOb~)ee·•'m·rl•yQ 
Selection on entry 
into training 
Guidance and 
counselling 
NB: +:  positive link;  -: negative link. 
Source: Brandsma, 2000, adapted by the authors. 
+ 
erences)  and training  (course level and content) 
should  be  seen  as  an  adverse  and  pernicious 
effect. A mismatch between the two may demoti-
vate and discourage participants and lead to drop-
ping out and, more generally, an aversion to any 
kind of training.  Excessive  creaming off never-
theless steps up the exclusion of the most disad-
vantaged groups and has a high social cost. 
Another important factor highlighted by this 
study was that over half of the participants 
felt in hindsight that the training scheme had 
not played a part in finding a job and that the 
content of the programme was not generally 
in keeping with the content of the job found. 
3.4.2. Research into the efficiency of 
programmes: a route to be explored? 
The research  findings  discussed  in  this  chapter 
show  the  value  of analysing  those  factors  that 
determine the efficiency of training schemes and 
of developing more differentiated models in order 
to identify the specific nature of programmes. 
The lack of experimental research methods - in 
Europe at least - and in particular of blind studies 
(random allocation of individuals to either a con-
trol  group  or a  test  group)  means  that  extreme 
+ 
Efficient if organised towards the end of the 
course 
+ 
+ 
Depending on the type, time and subject 
matter of the training 
care needs to be taken when evaluating the effi-
ciency  of  training  programmes  (Ryan,  1996; 
0 'Cannel & McGinnity, 1997). 
This research field is much less sophisticated, from 
the point of view of both methods and concepts, 
than the study of school effectiveness (process -
product). When evaluating ET programmes, most 
works concentrate on developing elaborate statisti-
cal models- which attempt, for instance, to take 
account of selection biases and non-observed vari-
ables.  Researchers  are  far less  interested in  the 
effects of curriculum, institutional and educational 
systems or the quality of institutions and services 
(O'Connel & McGinnity, 1997).59 
The efficiency of training programmes must also 
be evaluated by expanding the cost-benefit analy-
sis approach that is generally used and that often 
neglects the social, socio-psychological and even 
educational  impact  of  measures  and  focuses 
solely on labour market outcomes. If undue atten-
tion is paid to efficiency criteria, aspects of equity 
and equality may well be neglected. 
59  Readers should also refer to Nicaise & Bollens (  1998) and 
to Tessaring (1998b, pp.l64 ff.) for an analysis of meas-
urements of training programme efficiency. External effi-
ciency  (success  in  employment)  and  internal  efficiency 
(improvement of the outcome of learning, skills acquired) 
are analysed. 
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3.5. Conclusions 
Social exclusion is reflected by fracture lines in 
society.  Some  characteristics  (gender,  age, 
health, nationality/ethnicity, and level of educa-
tion) have a major impact on exclusion from the 
labour market and from training. A hard core of 
unemployed  and  'untrained'  people  is  now 
being formed. 
Inequality in respect of employment or training 
can  be  explained  by  institutional,  economic, 
psychological, cultural and political factors. 
Training and employment are often indissocia-
ble from other key aspects of people's individ-
ual and social lives: habitat, health and partici-
pation in associations. 
The current ageing of the labour force is likely 
to generate a higher labour demand; to meet this 
demand for labour, it will therefore be increas-
ingly important to  reintegrate the unemployed 
and non-workers -preferably after appropriate 
training - and to update the skills of all work-
ers.  If this  demand  is  not met, the  mismatch 
between supply and demand will lead to eco-
nomic  recession.  Offering  unemployed people 
training which does not lead to  real qualifica-
tions,  but  instead  is  limited  to  immediate 
employability,  may  well  undermine  the 
prospects  for  integration  when  economic 
growth picks up. Training efforts therefore need 
to  be supported and  should lead to real voca-
tional qualifications. 
The  increasing  high  level  of qualifications  is 
accentuating the  exclusion of the lower quali-
fied. Lifelong learning needs to be geared to the 
particular needs of this group. 
Policy implications 
Since it would seem that training cannot on its 
own  provide  an  answer  to  the  problem  of 
unemployment,  some  policy  conclusions  need 
to be drawn. 
The financial  assistance  offered by the public 
authorities  should  stop  the  unemployed  from 
falling into poverty and free them from the daily 
problems of  social and material 'survival' so that 
they can actively look for stable jobs in keeping 
with their competences and aspirations. Encour-
aging unemployed people to accept any kind of 
job worsens their chances of integration (under-
skilled and unstable jobs, risk of return to unem-
ployment). 
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Back-up measures should try to ensure that the 
unemployed continue to play their part in com-
munity life to reduce the risks of isolation and 
subsequent loss of social identity. 
Introducing  a  strategy  of  lifelong  learning 
requires detailed knowledge of the obstacles to 
access to training and learning: not all enterprises 
and individuals have the same wish to invest in 
training. Lack of knowledge of motivation fac-
tors may mean that inappropriate strategies are 
introduced. 
From an individual point of view, motivation, 
the  ability  to  learn  and  an  assessment of the 
potential benefits of learning are crucial. Unem-
ployed people want more than anything else to 
work. A sustainable policy to motivate and rein-
tegrate  unemployed  people,  under  which 
employment and training can be combined, is 
preferable to  compulsory training programmes 
(see the  discussion of transitional labour mar-
kets in Box 4.2 of Part 4 and Tessaring, 1998b, 
p. 100 f.). 
There are increasingly few vacancies for lower-
qualified jobs.  The  level  of education  of the 
lower qualified therefore needs to be improved. 
Some active measures that aim to provide the 
unemployed with a job (and not a genuine qual-
ification) at any cost may place the least advan-
taged  in  an  even  more  marginalised  position 
and  force  them  to  accept  precarious  employ-
ment.  Policy-makers  therefore  need  to  make 
choices:  should priority be given to general or 
specialised  training?  Should unemployed peo-
ple  be trained  for  emerging  occupations? Are 
these new occupations accessible to people who 
are not highly qualified? 
Legislative systems need to be coordinated. VET 
should promote people's integration not just into 
the labour market, but more generally into soci-
ecy.  . 
Neither  short-term  labour  market policies  nor 
lower  skilled  jobs  help  to  build  up  compe-
tences. 
'Holistic vocational training is not just oriented 
towards  the  acquisition  of technical  compe-
tences. It seeks to actively encourage the self-
determination of individuals, their social core-
sponsibility and democratic codetermination of 
the world of life and work' (Ott, 1999). __________________________ ---··-----------------------------------------· ·--------------------------------------------------- Social exclusion and reintegration via training 
Box 5.20: TSER projects on  social exclusion and reintegration by training 
'Employment and  exclusion' (thematic network) 
The principal objective of this research is to compare results from various countries on  the links between different 
types of employment and  'exclusion', to control for the effect of key variables,  and to  identify approaches that will 
assist policy-makers tackling social exclusion. It is very important to understand better how and why different types 
of employment, particularly precarious employment, lead to exclusion. 
Access to social protection is at the heart of the  process of exclusion.  From this angle the research will examine 
the extent to which different degrees of access to social security systems relate to the employment contexts which 
range from the long-term unemployed to those in the most stable and best paid jobs. The same question is posed 
by issues of access to old age pensions. 
Coordinator.  P.  Desmarez,  Universite Libre de  Bruxelles,  Centre de  sociologie du  travail,  de  l'emploi et de  Ia  for-
mation,  Belgium. E-mail: pdesmar@ulb.ac.be 
'Labour demand, education and the dynamics of social exclusion' 
The project will explore the post-1970s effects of technological change and market integration on  the demand for 
labour with different levels of education and skill, and on unemployment and the process of social exclusion across 
Europe. 
The proposed research has the following key objectives: 
•  to analyse the effects of technological change on the demand for labour in  terms of education and skills; 
•  to develop new indicators of 'social exclusion' and new analytical techniques to explore the dynamics of exclu-
sion for problem groups; 
•  to  investigate how different labour market,  educational,  immigration  and  social  policies have  moderated this 
process; 
•  to suggest alternative policy directions. 
New indicators will be designed to take full account of the multidimensional nature of social exclusion: these meas-
ures will reflect not only income and labour market outcomes, but also other aspects of exclusion such as housing, 
access to public services, crime and health. 
Coordinator.  K.  F.  Zimmerman, Centre for Economic Policy Research,  UK.  E-mail: syeo@cepr.org. 
'Youth unemployment and processes of marginalisation on the northern European periphery' 
The main aim of this project is to develop a clearer knowledge of processes of marginalisation affecting young peo-
ple through comparative research among the countries within the northern European periphery. The research will 
highlight strategies and  processes which protect against marginalisation, as well as trajectories which carry a high 
risk  of subsequent unemployment.  Countries  involved  are  Denmark,  Finland,  Iceland,  Ireland,  Norway,  Scotland 
and Sweden. The focus group is  young  people between the age of 18 and  24 who have been  unemployed for a 
period of at least three months over the previous year. 
The  survey design  will  allow a comparison  of young  people with  unemployment experience,  some  whom  have 
managed to  establish positions in  the full-time labour market, others who have reentered full-time education and 
others who have remained unemployed, withdrawn from the labour market or become marginalised in  some other 
way. 
Coordinator.  T.  Hammer,  Norwegian Social Research Institute NOVA, Norway. E-mail: t.h.a.@isaf.no. 
Publication to  be  expected:  Final  Report:  SOE1-CT96-3025 - T.  Hammer:  Youth  unemployment &  processes of 
marginalisation on  the northern European periphery. 
'Youth unemployment and social exclusion in  Europe' 
The main objective is to study how different welfare strategies and fiscal structures in different countries influence 
the risk of social exclusion among unemployed youth. The following research questions will be studied: 
•  do non-standard forms of labour force participation, such as part-time or temporary work or work in  the infor-
mal  economy,  represent  a  step  towards  social  exclusion  and  labour force  marginalisation  or can  they  be 
regarded as a step towards permanent work careers?  · 
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•  what is the proportion of unemployed youth that returns to education, and what factors seem to influence 
careers? 
•  how do different welfare strategies with mixes of public (insurance systems) and  private (family) support influ-
ence job opportunity in  relation to youth unemployment in  different countries? 
•  to  what extent do  unemployed youths feel  integrated  in  their society and  how does this impact on  the rights 
and  responsibilities of citizenship? Are  unemployed youths excluded  politically in  the  sense that they do not 
participate or engage themselves in  politics, and what kind of political attitudes do they have? 
*  previous research has revealed large differences in work ethics or work involvement between European coun-
tries;  what is  the  relationship  between  stigmatisation,  mental  health,  and  work  involvement and  job search 
activity? 
•  the project will also analyse young people's experience with different measures in a comparative perspective, 
and  assess the extent to which such measures increase job opportunities or return to education. 
Coordinator. T.  Hammer, Norwegian Social Research Institute, NOVA,  Norway.  E-mail: Torild.Hammer@isaf.no. 
'Youth unemployment and social exclusion' 
The  project aims at empirical research  on  the causes and  key mechanisms of social exclusion, especially unem-
ployment. This project will focus on  the vulnerability of specific groups of young people and on the processes and 
stages of social exclusion often associated with unemployment. 
The project is carried out in three phases: 
(a)  the definition of concept of social exclusion: analysis and  description of the forms it takes in  the six countries 
(8, D,  S,  EL,  I,  E); 
(b)  empirical research (data analysis and  qualitative interviews) with different socially excluded groups or groups 
at risk; 
(c)  the  identification and  evaluation of innovative options of institutional and  political  intervention and  counterac-
tion. 
Coordinator. T.  Kieselbach, University of Bremen, Research Unit Work,  Germany. 
E-mail: kieselbach@weaap.uni-bremen.de. 
Final Report: T.  Kieselbach: Youth  unemployment and social exclusion. SOE2-CT97-3051. 
'Education and training, new job skill needs and the low skilled (Newskills)' 
The project involves a clear analysis of what is  happening to labour demand, as well as an  understanding of why 
the pattern of supply does not always respond adequately. It will try to determine the most effective ways for devel-
oping the necessary skills - both  in  terms of curriculum and  teaching methods (including the newest technology). 
The aim is to work towards producing a Europe-wide definition of the 'platform for learning ' with which every Euro-
pean citizen should be equipped. 
The programme of work consisted of four specific studies as follows: 
(a)  the demands for labour by skill  in the EU; 
(b)  the factors determining the supply of and demand for labour by skill in the EU; 
(c)  the profile of education and training provision at the basic level in the EU; 
(d)  defining a minimum learning platform for the EU. 
The relative significance of a number of factors influencing supply of,  and  demand for,  skills have been analysed 
and  assessed  using,  among other sources,  data from the OECD adult literacy survey. The profile of educational 
provision at the basic level was investigated at the level of curriculum content, pathways and progression for young 
cohorts. Work on the minimum learning platform involves an  extensive literature survey, consultation with govern-
ments, employer and employee representatives, and field work sampling of companies. 
Coordinator.  H.  Steedman,  London School of Economics Centre for Economics and  Political Science, UK;  E-mail: 
h.steedman@uk.ac.lse. 
Final Report: S.  Mcintosh & H.  Steedman. Low skills: a problem for Europe. SOE2-CT95-2006. 
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'Employment precarity, unemployment and social exclusion' 
This  project  examines  the  processes  that  link  employment  precarity,  unemployment  and  social  exclusion.  It 
involves comparative research  in  eight EU  countries:  Denmark,  France,  Germany,  United  Kingdom, The Nether-
lands, Ireland, Italy and Sweden. 
The project focuses on three main issues: 
(a)  the cumulative disadvantages associated with employment vulnerability; 
1  (b)  the  causal  relationship  between  employment situations,  economic  poverty  and  cultural  and  social  poverty, 
including household and social relations; 
(c)  the  relationships  between  the  form  of  the  welfare  state  provision  and  the  extent  of  cumulative 
disadvantage/opportunities for reintegration  in  order to  provide theoretical  interpretation of the results of the 
statistical analysis. 
Coordinator. G.  Duncan, Nuffield College, UK.  E-mail: Duncan.Gallie@Nuf.ox.ac.uk. 
Box 5.21:  LDV  project  'Route counselling as  a means  of improving  the  access  to,  and  effectiveness of, 
training and employment initiatives for deprived groups in the labour market' 
Route counselling is conceived as a dominant movement in the area of training, guidance and employment meas-
ures towards an  individualised, longitudinal approach.  New forms of reintegration for the (long-term) unemployed 
have been  developed  in  several  countries.  The common  trend  is  that,  far from  being  isolated,  training  and  job 
placement activities are increasingly embedded  in  an  integral scheme,  aimed  at reintegrating  various disadvan-
taged persons or groups in  regular jobs through an intensive, systematic approach known as 'route counselling'. It 
is  increasingly seen as the key factor in  reintegration strategies for disadvantaged persons or groups. 
The analysis in this report is based on the current debate and state of the art in  six Member States: Austria, Bel-
gium, Greece, Ireland,  Italy and the Netherlands. 
Coordinator. L.  Struyven & J. Mevissen. HIVA Higher institute of the labour studies. Katholieke Universiteit Leuven, 
Leuven, Belgium. E-mail: Ludo.Struyven@hiva.kuleuven.ac.be. 
Final Report:  'Route counselling for disadvantaged groups in  the labour market:  explorative study in  six Member 
States'.  HIVA,  Leuven,  1999. 
369 Part six 
VET research outside the European Union 
This first chapter sets out to provide an overview of  VET research in  11  countries of  central and eastern 
Europe  (CEECs): Albania, Bulgaria, the  Czech Republic, Estonia, Hungary,  Latvia, Lithuania, Poland, 
Romania, Slovakia and Slovenia. We  shall endeavour to assess the way in which research has responded 
to  the major socio-economic challenges posed by 'the  transition from a State-planned economy to a mar-
ket economy. Our aim is  to  identify the main weaknesses and to  make VET research in  the CEECs more 
transparent by analysing its results and its failures. 
Chapter 2  reviews  VET research  in  a  number of other non-EU countries: Australia,  the  US,  Canada, 
Brazil, Argentina, Uruguay, Japan, the People's Republic of  China and the Russian Federation. The  role 
of international organisations (in particular, the  ILO,  the  OECD and Unesco!Unevoc)  in  disseminating 
information and in cooperation is also analysed. 
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--------------------- 373 1. VET research in the countries of 
central and eastern Europe1 
This first chapter sets out to provide an overview of 
VET research in 11 countries of  central and eastern 
Europe (  CEECs  J2. We shall endeavour to assess the 
way in which research has responded to the major 
socio-economic challenges posed by the transition 
from a State-planned economy to a market econ-
omy. Our aim is to  identify the main weaknesses 
and to  make  VET research  in  the  CEECs  more 
transparent by analysing its results and its failures. 
In  global  terms,  research  appears  to  have 
responded successfully  to  the  major  challenges 
posed in  the  transition  period.  In  the  past few 
years,  national  research  has  demonstrated 
increasing maturity;  it has played an  ever more 
positive part in  the reform process. Nevertheless, 
its development is  hampered by certain systemic 
obstacles (organisational, institutional and finan-
cial obstacles).  Recommendations for  action  to 
remedy this situation will be made. 
1.1. Introduction 
This  chapter  covers  an  extensive  geographical 
area.3  Countries  were  selected  on  the  basis  of 
common criteria  (geographical  region,  member-
ship of the former Eastern bloc, transition from a 
planned economy to  a market economy, wish to 
join the EU- with the exception of Albania). 
However,  despite  having  these  aspects  in  com-
mon, the situation in the CEECs was quite varied 
prior to implementation of reforms: while Slove-
nia  belonged to  Yugoslavia  (the  most  open  and 
1  This chapter is largely based on the paper of 0. Strietska-
Ilina, 2000: 'Research on vocational education and train-
ing at the crossroads of transition in  central and eastern 
Europe'. Contribution to:  Descy &  Tessaring, eds. Train-
ing  in  Europe.  Second  report  on  vocational  training 
research  in  Europe  2000:  background  report.  Luxem-
bourg: EUR-OP, Vol. 3 (published 2001). This report was 
produced with the  assistance of ten contractors from the 
national observatories. The latter were established under 
the  auspices of the European Training Foundation (ETF) 
in Turin as  small structures responsible for compiling and 
updating  information on  VET  and  the  labour market in 
partner countries. 
2  Albania,  Bulgaria,  Czech  Republic,  Estonia,  Hungary, 
Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia. 
3  The analysis is not absolutely balanced, since more infor-
mation  is  available  in  some  countries  than  in  others. It 
would be valuable to carry out more detailed research in 
the future, for example in the form of a series of reports 
on specific VET research subject areas (to ensure that the 
field of analysis is not too broad). 
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democratic of the  socialist countries), the  Baltic 
States were part of the Soviet Union, and Albania 
was  virtually  totally  isolated.  Each of the  other 
countries had adopted its own form of socialism. 
These historical characteristics led to differences 
in the economic reforms implemented. 
Furthermore, the  CEECs  manifest great cultural 
diversity,  which represents  a semantic challenge 
not  only  as  regards  defining  VET,  but  also  as 
regards delimiting the subject of VET research. 
For these  reasons, we  shall restrict  ourselves  to 
making  general comments  on the  region  and  to 
typologies  which  in  no  way  exclude  individual 
national characteristics. 
In this  chapter, 'VET research' means  analytical 
research  based  on  an  appropriate  methodology 
and  focusing  on  one  of  the  three  following 
aspects: VET requirements, processes and results. 
1.2. Context and challenges of the 
economic transition for VET in the CEECs 
1.2 .1. Recent socio-economic developments 
The 11 countries studied experienced 40 years of a 
socialist regime whose end was signalled by the fall 
of the Berlin Wall in 1989. At that time the region 
belonged  to  the  Council  for  Mutual  Economic 
Assistance (CMEA), which was based on speciali-
sation of the economies in the various countries. At 
the time of economic transition, the countries suf-
fered  from  over-specialisation.  VET,  which  was 
also  closely  linked  to  enterprises,  reflected  this 
over-specialisation,  with  narrowly  specialised 
streams often leading to a job for life (ETF, 1999a). 
No  substantive  market  reform  was  implemented 
until1991. From the start of  economic restructuring, 
the progress achieved in transforming the economies 
into competitive and dynamic market economies has 
varied from country to country. However, the major-
ity of the countries studied have recorded increases 
in productivity in the course of  the past few years. 
In  1998,  the  average  employment  rate  in  the 
CEECs (with the exception of Albania, for which 
no  comparable  data  are  available)  was  63% 
(slightly  above  the  European  average  of 61 %), 
with  the  highest  rates  being  seen  in  Romania 
(72%),  Estonia  (69%)  and  the  Czech  Republic 
(  68%)  and  the  lowest in  Hungary (51%)  (Euro-
pean Commission, 1999c). 
As in the EU Member States, unemployment has 
fallen  in  most  of the  CEECs.  However,  it  has 
risen in Estonia and the Czech Republic (although 
375 Part six - VET research outside the European Union ------------------------------------------------------------------
at a lower level). In all the countries in transition, 
the rise in unemployment and the fall in the stan-
dard  of living  have  resulted  in  an  increase  in 
poverty  and  a  demographic  crisis.  Table  6.1 
shows  some  employment  and  unemployment 
indicators for the region. 
During the period of economic transition, youth 
unemployment has also increased in all the coun-
tries studied. The situation is gradually beginning 
to  improve in Bulgaria, Romania and the Baltic 
States. Young  people, like  workers  at the  upper 
end of the age range, are thus at risk on the labour 
market; their vulnerability increases if they have 
low or inadequate levels of qualifications, leading 
to marginalisation and social exclusion. 
In all the countries of the region, large numbers of 
young  people  leave  the  general  and  vocational 
education systems prematurely, with a low level 
of qualifications. It is  estimated that this propor-
tion may be as high as  53% (1997) in Poland for 
the  25-29  age  group  (Table  6.2;  Cedefop, Euro-
pean Commission, Eurostat, forthcoming). In  all 
the  countries,  the  higher  the  level  of education 
achieved, the lower the risk of unemployment. 
Percentage  Percentage  Percentage  Percentage 
of working  of working  of working  of working 
population ·  population In  population In  population in 
Country  8fl8d 15-64 in  employment  employment  employment 
Women  (aged  25-49)  are  proportionally  more 
affected by unemployment than in the European 
Union (European Commission, 1999c). 
There has been a marked change in the distribution 
of jobs by sector since 1989, with a shift from the 
primary and secondary sectors to the tertiary sec-
tor.  Thus in several countries the unemployment 
problem (not always declared) primarily affects the 
agricultural sector. Throughout the region, this sec-
tor is  still  suffering from  overmanning inherited 
from  the  socialist regime. The percentage of the 
working  population  employed  in  the  secondary 
sector (approx. 30%) remains above the European 
average in most of the  countries  (even rising to 
over 40%  in the Czech Republic  and  Slovenia). 
Despite massive job losses, there has been growth 
in the tertiary sector throughout the region since 
the  early  1990s.  However,  in  1998  it  was  still 
below the European average (European Commis-
sion,  1999c). It appears  that the  service  sector's 
capacity  for  absorption  can  compensate  for  job 
losses in industry and agriculture. 
In addition to the problems specific to economic 
transition, the  CEECs must meet the  same chal-
Unemployment  Youth  Long.-term 
rate(%)  unemptoy..  unemployment 
mertt(15-24- (as %of  the 
year-old$,  unemployed) 
empl<>yment  in the  in the  in the tertiary  as%ofthe 
primary  secondary  sector  unemployed) 
sector  sector 
1998  1997  1997  1997  1994<-)  1918'*>  1t97  1$97· 
AL  -*  -*  -*  -* 
BG  55.2(b)  11.6  36.6  51.7 
cz  67.7  5.7  41.3  53.1 
69.1  10.0  33.5  56.5 
51.4  7.8  33.2  58.9 
56.0  20.6  26.8  52.6 
64.5  20.5  21.5  58.0 
60.5  19.9  32.2  48.0 
71.8  39.0  30.5  30.5 
58.9  8.6  39.2  52.2  13.7  11.9  31.9  57.6 
65.1  10.2  41.6  48.2  9.0 
5  61.1  5.0  29.5  65.6  11.1 
*no data available; (a) ILO methodology; (b)  1997 data; (c)  1995 data;  (d)  1996 data; (e)  data for second quarter of 1998. 
Sources:  European  Commission  1999c:  Employment in  Europe  1999;  Eurostat (Newcronos);  source Albania:  European  Training 
Foundation. Fact sheets,  1999. 
376 ,  ia11w  I•I:~E:Ia~al1ar~•••••i  ••••••rlalit~~llli 
11111. IIIJ!B11 •ull!l·ni,  !I~  ~  :~  ~  ~ 
Below  Upper  ·Tertiary 
upper  secqndary 
Country  se.condafY 
(ISCED0.2)  · (ISCED 3)  (ISCED 5-7) 
PL  53  37  9 
BG  24  59  17 
HU  21  68  11 
SL  18  68  14 
LT  13  45  43 
RO  12  78  10 
LV  11  76  13 
EE  8  56  36 
SK  8  81  11 
cz  7  82  10 
EU-15  30.5  48  21 
Sources:  ETF,  national  observatories,  table  drawn  up  for: 
Cedefop,  European  Commission,  Eurostat (forthcoming);  EU 
15: Eurostat CLFS (Newcronos). 
lenges as  the  EU Member States - globalisation 
of the  economy,  technological  change  and  the 
advent of the information society. 
The  change of regime has  profoundly disrupted 
the research community. Research was previously 
dominated  by  political  rhetoric  dictated  by  the 
regime. Applied research was  ignored, since the 
regime felt no need to use empirical data to jus-
tify (or to question) its political arguments. 
1.2.2. Initial education and training systems 
and  future challenges 
Under the socialist regime, primary and lower sec-
ondary  education  were  free  and  compulsory  in 
State schools. Upper secondary education (from 14 
to 18) was organised into three main streams: gen-
eral, technical and vocational. There was a tradi-
tion of a high level of participation in VET, which 
had  a  good  reputation  in  most  of the  CEECs 
(except in Estonia and Lithuania, where the oppo-
site  was  the case). VET had to  train  skilled and 
semi-skilled workers to  meet the needs of State-
owned industry and agriculture, in the context of 
rigid centralised manpower planning. 
Weakening of  public-sector enterprises and the eco-
nomic restructuring process have shattered the links 
between enterprises and vocational schools. Enter-
prises, preoccupied with their own survival on the 
market, have closed their training centres and have 
lost  interest  in  practical  training  contracts  for 
apprentices.  Consequently VET now  takes  place 
mainly in schools (Baltic Republics, Romania, Bul-
garia). It has  been possible to  preserve  some in-
company apprentice training in certain countries, 
but its level is continuing to decline (Czech Repub-
lic, Slovakia, Poland). Only two  countries (Hun-
gary and Slovenia) have retained or reintroduced 
the dual training system for apprentices. 
The communist heritage is  still exerting an influ-
ence on the  rates  of participation in education -
countries in  which VET previously predominated 
still have a higher rate of participation in VET than 
in general education. However, both students and 
the labour market are beginning to express a prefer-
ence for higher levels of qualifications. The limited 
capacity of  general and higher education in the great 
majority of  the CEECs means that this demand from 
the economy and from society cannot be met, and 
encourages the creaming off of part of each cohort 
on the one hand and, on the other, underskilling of 
those leaving the system prematurely. 
Preparations for accession to the EU are present-
ing  systems in the CEECs with new challenges: 
investment in human resources, diversification of 
training  provision,  bringing  proposed  qualifica-
tions into line with the new requirements imposed 
by the  need to  be competitive, and equal access 
for all to education and training. 
The  EU  is  stressing  the  need  to  improve  the 
employability of the  labour force,  by reforming 
educational  content  and  teaching  and  learning 
practices. Monitoring of the quality of education 
at the starting level must be replaced by monitor-
ing  of  results,  and  specification  of  vocational 
qualification standards in close cooperation with 
the social partners must be encouraged. 
The prospect of accession to the EU may increase 
worker mobility in Europe, and hence emphasise 
the need for a high level of qualifications in order 
to  ensure  that  workers  are  employable.  In  this 
context, transparency and recognition of qualifi-
cations must also be assured within and beyond 
the CEECs. 
1.2 .3. Current situation 
The  CEECs  have  achieved  widely  varying 
degrees  of progress during the  transition period. 
The most economically advanced countries have 
already  recorded  an  improvement  in  their  eco-
nomic situation and their labour markets. Part six - VET research outside the European Union ------------------------
The most important challenge facing the CEECs is 
to  complete the  transition  to  a market economy 
while  at  the  same  time  creating  enough jobs to 
avoid an excessive level of  unemployment and non-
participation in employment. These countries are 
undergoing a dual transformation - the transition to 
a free economy coupled with a more general change 
in the economic landscape, with a shift to employ-
ment in SMEs, de-industrialisation and changes in 
work organisation (emergence of new technologies 
and know  ledge-intensive enterprises). 
Provision of initial and continuing VET is becom-
ing a key element of the integration of individuals 
into  the  labour  market,  and  the  part  played  by 
training  in combating the  undesirable  effects  of 
economic  change  is  more  important  than  ever. 
Not only must the State ensure initial and contin-
uing VET provision, but it must also reorganise 
training provision, developing new methods  and 
finding  new  sources  of financing,  while  at  the 
same time ensuring improved access to training at 
any  age  and increased harmonisation of training 
with market requirements. 
VET and labour market research must be capable 
of analysing the changes triggered by these trans-
formations, in order to guide future reforms. 
1.3. VET research 
From the outset of  the period of  economic transition, 
large numbers of  research and development projects 
have been implemented with the assistance of for-
eign experts. No mechanical transfer of knowledge 
and  skills  was  possible, nevertheless  the  projects 
were  developed  in  accordance  with  conceptual 
models  originating  in  Western  Europe. Although 
researchers  in  the  CEECs  were  dissatisfied  with 
these models, they did not generally propose alter-
native local conceptual development frameworks. 
It is essential to have a global understanding of the 
system and the dynamics of change. VET research 
in the CEECs concentrates on analysis of isolated 
elements of the system, with no attempt to acquire 
an overall view of it and so to understand the inter-
actions governing its functioning. This fragmenta-
tion of research is reflected in the division of insti-
tutional  structures,  with  each  'specialising'  in 
research into one element of the system and largely 
unaware of  results obtained in closely related fields. 
13.1. Institutional framework of  research 
The  institutional  research  management  systems 
are  still  suffering  the  consequences  of the  col-
lapse  of  the  socialist  regime.  The  upheavals 
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caused by the transition have led to the disappear-
ance  of many  institutions  and  reorganisation  of 
those that have survived. 
As  we  have  already  said,  the  fragmentation  of 
research is  reflected at institutional level - some 
institutes  specialise  in  research  into  the  labour 
market and  social  affairs, others  concentrate  on 
initial  training  curricula,  educational  institutes 
focus on teaching, etc. In countries with no insti-
tutes devoted to VET, research of this kind takes 
place in educational research institutes. 
Moreover, Csako (1998) reports a lack of sound 
theoretical research into the socio-economic con-
text (in the broad sense) of VET. 
Nevertheless, university research is still quite well 
developed in Lithuania and Slovenia, and to a cer-
tain extent in Romania and Poland. In  Slovenia, 
applied research plays an active part in the devel-
opment of projects of national interest. The Uni-
versity of Vytaustas Magnus (Lithuania) has car-
ried out both theoretical and applied research. In 
Poland, institutions  of higher education play  an 
active part in research into agricultural training and 
in the field of human resources management and 
development (mainly in economics institutes). In 
Romania, some 15% of  the budget allocated by the 
State to the universities is dedicated to research. 
Cooperation between universities and the various 
sectors  of trade  and  industry  is  the  exception 
rather than the rule, even in countries where uni-
versity research is well developed. Only Romania 
and Slovenia appear to have established improved 
cooperation in this area. 
The  social  partners  are  involved  in  research  to 
only a limited extent. Private enterprises and non-
profit-making  organisations  also  play  only  an 
extremely limited part. The sector of research into 
civil society is still relatively inactive. 
Private expertise  (research and consultancy)  has 
recently been developed, to an extent varying from 
country to country. In principle, analysis of  VET by 
private  bodies  ensures  independence  from  State 
structures and is thus a source of objectivity when 
these  bodies  cooperate  with  public  institutions. 
However, if research is accorded a private status, 
this may hinder implementation of research find-
ings and recommendations. 
There  seems  to  be  a  need  for  a  massive  pro-
gramme of updating of know  ledge in the CEECs, 
with  assistance  from  foreign  experts, but above 
all providing training for local researchers via vis-
its to other countries. ------------------·-----------------·-·--·----------VET  research in the countries of  central and eastern Europe 
1.3 .2. Financing' and coordination 
The CEECs devote an average of 1% of their GNP 
to R&D activities (with a minimum level of 0.6% 
in Estonia and 0.7% in Romania). This percentage 
is considerably below the EU average (1.8%). 
All research has  been affected by  financial  con-
straints  associated  with  the  transition. All  struc-
tures  have  reduced  their  staffing  levels  in  an 
effort to  achieve efficiency, since in the socialist 
countries,  like  other  sectors  the  research  sector 
was overstaffed and overspecialised. 
Between  1990  and  1997, the  most  stable  coun-
tries  experienced  a  reduction  in  the  number  of 
research institutes (and their staffing levels). Sci-
entific  staffing  levels  have  begun  increasing 
slightly again since 1998. This trend is due to the 
need  to  invest  in  research  owing  to  economic 
development.  Nevertheless,  expenditure  in  this 
field  in  the  CEECs  remains  considerably below 
that of EU Member States. 
The  situation  of researchers  in  these  countries 
remains a difficult one, with poor working condi-
tions,  low  wages  and  limited research funds.  In 
some  countries, the  wages  of scientific  staff are 
actually below the national average (Poland, Bul-
garia, Romania, Slovakia, Estonia and Latvia). The 
most highly paid researchers are found in Slovenia 
(followed by the Czech Republic). The worst-paid 
researchers are in Lithuania (Bobeva, 1997).5 
This situation has led to a major brain drain. The 
survey carried out by the European Commission 
in  1997  in the  context of the  COST programme 
(Bobeva,  1997)  shows  that  the  most  significant 
migration  of scientists  between  1989  and  1995 
took place in Poland (15% of emigrants were sci-
entists), Estonia (14% ), and  Bulgaria and  Slova-
kia  (11 %)  (scientists'  wages  are  below  the 
national  average  in  these  four  countries).  This 
report also shows an even more significant migra-
tion  within these countries, to  the  private  sector 
(salaried  employment  or  self-employment),  to 
take  up  jobs that  are  sometimes less  skilled but 
are better paid. 
VET  research  is  financed  mainly  out  of public 
funds, primarily distributed among the main insti-
4  It is difficult to analyse aspects associated with financing 
of VET research, since very little information is available. 
Therefore  general  data  on  research  and  development 
activities have been utilised. 
5  The  data  used  here  date from  1993, but  wage  statistics 
show that trends remain stable. No data are available for 
Albania. 
tutes. Labour market research is financed mainly 
by  Ministries of Employment and VET research 
by Ministries of Education. This system leads to 
a  fragmentation  of research  and  an  absence  of 
intersectoral  collaboration  and  contextual 
perspectives, since the research fields  are rigidly 
defined. 
According  to  all  the  reports  from  the  CEEC 
national observatories, mechanisms for coordina-
tion of VET research at national level are inade-
quate or non-existent. 
1.3  .3. Role of  international activities 
In a difficult period for the economy, it is essen-
tial for research to receive sponsorship from inter-
national institutions. Figure 6.1 shows the number 
of  scientists  involved  in  research  projects 
financed by the EU or the US. 
Cooperation in research is dependent on access to 
international  programmes,  but  also  on  informa-
tion and efficiency and the capacity of legislative 
and institutional systems to be integrated into an 
international programme. In  more general terms, 
the  effectiveness  of the  partnership  depends  on 
the  scientific  community's  traditional  receptive-
ness to cooperation of this kind. 
The  EU's Phare  programme  has  been  the  main 
source  of financing  in  most  of the  countries. 
Since  this  aid  is  primarily  intended  to  help  the 
CEECs' preparations for accession, Phare has not 
given  preferential  funding  to  the  countries  with 
the fewest resources. 
All the countries except Albania have stated that 
the Phare programme is an essential driving force 
behind innovation. This  programme served as  a 
catalyst for  VET  reforms  implemented  between 
1990 and 1998 (curriculum development, particu-
larly  in  the  field  of initial  vocational  training, 
teacher  training,  updating  of learning  materials; 
involvement of the social partners in policy defi-
nition  and  formulation  of requirements,  evalua-
tion of programme results, and preparation of pol-
icy documents on future stages of the reforms). 
Nevertheless, 'the model was  imported from EU 
countries  and,  though  ideologically  attractive, 
paid little attention to the specific transition con-
ditions  of each  individual  country'  (Parkes  ed., 
1999, p. 30). Insufficient account was taken of the 
extent of the socio-economic changes initiated by 
the transition, including those in the labour mar-
ket. If  the research findings are to be successfully 
implemented at national level, not only must all 
the  players  be  involved in  identifying the  prob-
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lems, but account must also be taken of the insti-
tutional framework, other parts of the education 
system must be reformed, attitudes must change, 
and financial resources must be provided (where 
they exist). 
Another important contribution has been made by 
the  participation  of  certain  of  the  CEECs  in 
OECD research studies. In the past six years, sev-
eral countries have  been involved in reviews of 
national  education  and  labour  market  policies, 
and in analysis of the transition between school 
and  working  life  (OECD,  2000c)  and  of  the 
financing of lifelong learning. The OECD analy-
ses  are  among the most comprehensive of those 
performed in the region at the beginning of the 
economic  transition  period.  These  studies  per-
ceived the VET system as a fully fledged element 
of the education system and of lifelong learning, 
in the context of a changing labour market. The 
comparison  between  the  CEECs  and  the  other · 
OECD member countries constituted a very valu-
able benchmarking exercise. 
The World Bank has also made a contribution to 
the  funding  of certain research.  Its  involvement 
began with a comparative analysis of systems in 
the  region  (Bogetic  &  Chattophadyay,  World 
Bank,  1995).  Its  loans  programme  has  made  a 
substantial contribution to  updating of VET sys-
tems in some countries (e.g. Hungary). The World 
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Bank has been the major instrument of reform in 
countries where Phare financing was limited (e.g. 
Albania). 
The  European  Training  Foundation  (ETF)  has 
also helped to make VET systems more transpar-
ent.  The  creation  of  the  network  of  national 
observatories in 1996 provided a common com-
parative perspective in studies of the main aspects 
of VET, a global approach to VET in the broader 
context of the labour market, and continuity in the 
annual  monitoring  of VET  and  labour  market 
trends as well as the main VET and labour market 
indicators. In the past few years, the Foundation 
has,  in particular,  studied the  role  of the  social 
partners,  continuing  training  systems,  employ-
ment policies, training  of teachers  and  trainers, 
vocational education at tertiary level, VET in the 
context of regional  development, etc.  The  ETF 
helped to prepare for the launch of the Leonardo 
da Vinci programme and participated directly in 
implementation of the Phare reform programme 
in the CEECs. However, it is not the ETF's aim to 
support  research  projects  and  infrastructures; 
research carried out under its auspices tends to be 
developmental or applied in nature. 
Cedefop has maintained a lengthy collaboration, 
although one of limited scope, with research insti-
tutes or independent researchers (e.g. in the 'Sce-
narios and strategies for VET' project - see Box 4.18 and Section 5.4.2 in Part 4 of this report; see 
also Cedefop'  s 2001  work programme). 
Lastly,  the  progressive  opening  up  of EU  pro-
grammes (Socrates, Leonardo da Vinci, Youth for 
Europe and framework research programmes) has 
represented a major step forward in the sharing of 
knowledge and methodologies. 
The  impact  of  international  support  for  the 
CEECs, in the field of VET research in particular, 
is enormous. However, certain adjustments would 
make  international  aid  more  efficient  and  more 
responsive to national requirements. In particular, 
it  should be  concentrated on follow-up  projects, 
with  the  aim  of applying  research  findings  and 
recommendations.  At  national  level,  the  trans-
parency  of research  projects  already  undertaken 
thanks to international support could be increased 
by means of coordination mechanisms, in order to 
avoid  duplication  of efforts  and  to  ensure  that 
national priorities are taken into account. 
1.4. VET research topics in the CEECs 
We  shall  now  take  a  look  at  some  recurring 
research topics, but this review does not claim to 
be exhaustive. Rather than giving a detailed list of 
projects, we  shall  attempt  to  show  the  types  of 
questions  asked  by  researchers,  the  extent  to 
which these questions take account of the dimen-
sions  of reform  in  the  CEECs,  and  how  they 
incorporate global changes. 
VET research in the CEECs focuses on two main 
areas:  research into VET systems and contextual 
research. 
1.4.1. Research into VET systems 
In the  1980s, reform of systems  (particularly of 
VET, which was overspecialised and had an inad-
equate  infrastructure  and  poor-quality  teaching) 
aroused a lively debate. The system was  not in a 
position  to  respond  to  the  demands  made  and 
skills required by economic change and the devel-
opment of new technologies. Hence comparative 
analysis of VET systems became the  most com-
mon research  subject, focusing  on  a comparison 
with  countries  with  developed  economies,  in 
order  to  define  the  stages  of the  reforms  to  be 
implemented.  In  parallel  with  this,  international 
research  endeavoured  to  analyse  the  progress 
achieved by the CEECs. 
Initial vocational training was primarily organised 
in schools of two kinds - technical/vocational sec-
ondary schools, training technicians and white-col-
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lar workers (four to five years of study), and voca-
tional schools providing skills training for future 
blue-collar workers (one to three years of study). 
Thus  a  shared  characteristic  of  restructuring 
processes for VET systems was the introduction of 
combined  programmes,  widening  the  choice 
within  educational  programmes  and  providing 
vocational programmes  leading  to  a diploma on 
completion  of  secondary  education  (matura), 
opening  up  access  to  higher  education.  Conse-
quently  participation  in  programmes  providing 
higher qualifications has increased (see Table 6.3). 
Despite this  positive trend, links  between initial 
vocational training establishments and enterprises 
have  remained  limited,  and  only  two  countries 
(Slovenia and Hungary) have succeeded in retain-
ing  (or  reintroducing)  elements  of the  old  dual 
tradition.  Nevertheless,  research  has  not  con-
cerned itself with  a  way  of integrating  learning 
and work, even though some studies have shown 
the need to provide adequate practical training in 
the  workplace.  Research  carried  out  at  interna-
tional  level  on  the  evolution  of the  role  of the 
school (which, having been a mediator of knowl-
edge, is now becoming a mediator of skills) and 
on the changing role of the workplace (formerly a 
place  for  applying  knowledge,  now  a  learning 
organisation)  has  not  influenced  the  research 
debate in the CEECs. 
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For the two worlds - education and employment 
- to meet, there is a need for cooperation between 
the two systems and their structures, in order to 
provide a flexible and adaptable labour force for 
life. From the viewpoint of implementing a strat-
egy  of  lifelong  learning,  it  is  important  for 
researchers to clarify their vision of VET and to 
position their work in relation to  the various ele-
ments  of  the  education  and  training  system. 
Hence multidisciplinary research must be encour-
aged, to prevent analyses - and practices - from 
being  fragmented  (as  is  characteristic  of  the 
reform process in the CEECs). Unfortunately this 
fragmentation is  currently in existence, with ini-
tial vocational training (IVT) being studied sepa-
rately from continuing vocational training (CVT) 
and  the  remainder  of the  system, often without 
special  reference  to  the  labour  market  or  the 
socio-economic context. Moreover, each of these 
separate analyses is effected by a different institu-
tion, which reduces even further the likelihood of 
development of intersectoral and interdisciplinary 
research (Hennessey et al., 1998). 
Nevertheless,  certain  initiatives  are  to  be 
welcomed;  for  example, in the past two years  a 
series of research studies have been effected and 
a  series  of reports  on them have been produced 
(see Box 6.1). 
· Box  6.1:  Some  research  studies  incorporating 
the dimension of lifelong learning 
Initial  VET  in  the  framework  of  lifelong  learning 
(Kofroriova,  1999). 
The  role  of  employment  policy  and  employment 
services  in  the  State  education  policy  (VUPSV, 
1999). 
Estonian  education  scenarios  2015  - research 
study (Jogi,  1999). 
The  model  of integrated  career guidance  in  Poland 
(Trzeciak & Drogosz-Zablocka, eds., 1999). 
Restructuring  alternatives  for  Albania's  voca-
tional/technical  education  and  training  subsector 
(Lamoureux eta/., 1999). 
National strategy for human resources development  ' 
(Birzea eta/., 1999). 
,  Human  resources  in  the  Czech  Republic  (Hendri-
: chova,  ed.,  1999). 
\ Czech education and  Europe (Cerych eta/., 1999). 
i OECD  reviews of education and other policies. 
! 
; Cedefop/ETF: Scenarios and strategies for VET. 
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1 .4 .1 .1. Research into financing of  VET 
The CEECs recorded a steady increase in public 
expenditure  on  education  (as  a  percentage  of 
GNP)  between  1990  and  1994,  followed  by  a 
reduction  or  stagnation  from  1995  onwards 
(except in Estonia, Lithuania, Poland and Roma-
nia). The percentage of GNP allocated to educa-
tion (1997) ranges from 3% in Bulgaria to 7% in 
Estonia (Laporte & Ringold, 1997; ETF, 1999b). 
In the past few  years, studies have concentrated 
mainly  on  analysing  financing  of IVT  and  its 
mechanisms and trends. A recent OECD project 
studied alternative methods of financing lifelong 
learning in Hungary and the Czech Republic. This 
research  showed,  in  particular,  that  the  CEECs 
have not developed a concept or a shared under-
standing  of lifelong  learning,  and  that  research 
needs to explore this area (OECD, 1998f). 
The  CEECs  need to  establish  an  education  and 
training system which will ensure an increase in 
the  participation of the  social partners, which is 
still very  limited. In particular, it is  essential to 
encourage  employers  to  participate  in financing 
and organisation of training. This encouragement 
should include fiscal measures, a benefit system 
and more qualitative measures. 
Research should also suggest solutions  aimed at 
making  VET  financing  more  efficient  in  the 
CEECs.  The  ETF  ( 1999b)  raised  an  important 
question: do the resources allocated to VET need 
to be increased, or do other mechanisms for dis-
tributing funds need to be found? 
1.4 .1.2. Continuing vocational training and 
human resources development 
There has been no systematic research into CVT. 
Of  the many definitions of CVT suggested, the fol-
lowing can be accepted: 'learning which improves 
the employability of adults who have left the com-
pulsory education system' (ETF, 1999c). 
The CVT system (if one can actually speak of a 
system) suffers from a lack of transparency; there 
is  insufficient information  on training  provision 
and training quality. While there has been a rela-
tively large amount of research into IVT, there are 
no  data or indicators available for CVT to attest 
the development of certain subsectors. 
There  has  also  been  very  little  research  in  the 
CEECs into quality assurance and its  links with 
CVT certification and  accreditation (except per-
haps  in  the  Czech  Republic,  Zaludova  et  al., 
1997). There are also very few research results available 
on  in-company  human  resources  development 
(HRD).  Eurostat's  second  continuing  vocational 
training  survey  (CVTS2),  which  this  time 
includes many of the CEECs, and the Cranfield 
project  on  human  resource  management  in 
Europe6  will provide data for this research field. 
The preliminary results  available  for  the  second 
Cranfield survey show that the level of participa-
tion in CVT is lower in the CEECs than in the EU 
Member  States;  furthermore,  the  majority  of 
enterprises have no  HRD policy and expenditure 
on CVT is lower than in the EU. 
The  International  adult  literacy  survey  (IALS  -
OECD), first (1994) and second (1996-99) waves, 
include several of the CEECs (Poland - 1st wave; 
Czech  Republic,  Hungary  and  Slovenia  - 2nd 
wave). The results of the second survey should be 
available in the middle of 2000. 
1 .4 .1.3. Teaching and learning 
The  learner's  perspective  has  been  somewhat 
neglected  in  the  research  carried  out  in  the 
CEECs. 
With  regard  to  curricula,  these  countries  are 
attempting  to  develop  modular  systems,  skill-
based. However, little research has been done in 
this field, especially as  regards  the methods and 
tools required if such an approach is to be imple-
mented. Pilot schools have established a curricu-
lum  based  on  skills/competences  within  the 
framework of the Phare programme. 
Following the  reforms  implemented in  the  con-
text of the Phare programme, a very lively debate 
on  modular  training  has  been  launched  in  the 
CEECs  (certain  countries  having  initiated 
reforms). Hence there seems to be a need for in-
depth  research  into  the  impact  of modular  sys-
tems in the context of the CEECs. 
The 'Cross country analysis of curricular reform' 
(Parkes, ed., 1999) has shown that in most of the 
CEECs, there is a clear division between theoret-
ical education, provided in classrooms by teach-
ers,  and  practical  education,  provided  in  work-
shops by trainers. 
Decentralisation  of  the  school  system,  which 
increases  schools'  independence,  has  led  to 
research  into  assessment,  with  a  view  to  estab-
lishing quality standards. Research into standard-
6  Cranfield project on European  human resource  manage-
ment. Survey conducted for the second time in  1998, the 
longitudinal results of which should be available soon. 
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isation of assessment, which has begun in the past 
few years, should focus more strongly on alterna-
tive methods (examinations, portfolios, etc.) more 
appropriate to lifelong learning. 
Research into innovative teaching methods (proj-
ect work, group work, etc.) should be coordinated 
with  work  on training  of teachers  and  trainers, 
which has recently been widely effected. The var-
ious elements of this training (transparency, stan-
dardisation, updating, etc.) cannot be dissociated 
from  the  changes  affecting  the  entire  education 
system (integration of education with the world of 
work,  development  in  the  function  of teachers/ 
trainers  in  the  learning  process,  new  flexible 
learning  methods, opening  up  of schools  to  the 
outside world, and the role of the education sys-
tem in lifelong learning). 
Box 6.2: Some research into training of teachers  · 
and trainers 
•  ETF report on  innovative practices in training of : 
teachers and trainers (Oldroyd,  1999).  · 
•  Comparative  review  financed  by  the  ETF, 
'Reshaping the focus of vocational teacher and  . 
trainer training' (Nielsen  et a/.,  1999). The  ETF  : 
and the Finnish and Danish governments spon-
sored the project on  'Reformulating the training 
1 
of teachers and trainers' in  Lithuania and Latvia 
(1999-2000). 
•  'Trend  and  actors  in  education  policies  and  : 
reforms  in  Central  Europe'  (Nagy,  1998) 
includes the  Czech  Republic,  Hungary,  Poland 
and Slovakia. 
1.4  .1 .4. Social partners 
The role of the social partners is  very limited in 
the CEECs. An analysis of the role of the social 
partners  in  VET  appeared  only  very  recently, 
thanks  to  a  pilot  project  (still  in  progress) 
financed by the ETF. Involving as  it does repre-
sentatives of the social partners, the project itself 
is  helping to improve the situation. The analysis 
shows  that  the  countries  have  achieved  varying 
levels  of development  in  this  area. A financing 
system based  on  training  funds  is  strengthening 
the participation of the social partners in VET in 
general (Hungary, for example). Similarly, coun-
tries which have begun to develop a national sys-
tem  of vocational  qualifications  (e.g.  Hungary, 
Lithuania, Estonia) and  which are  working with 
the social partners to  put vocational standards in 
place (e.g.  Slovenia, Estonia and  Lithuania - in 
certain sectors) have been able to  develop more 
systematic links with the social partners. 
383 The  rehabilitation  of organisations  of the  civil 
society  (NGOs, public  and professional associa-
tions and trade unions), discredited by the previ-
ous  regime,  should be  addressed by  researchers 
from a broader sociological perspective. 
1.42. Contextual research 
This  type  of  research  involves  the  contextual 
aspects of VET, relating for example to the quali-
fications required on the labour market and vari-
ous social aspects associated with education and 
employment. 
1.4  .2 .1. Employment and unemployment: 
transition factors 
All the countries possess better analytical and sta-
tistical  coverage  of  unemployment  than  of 
employment. Unemployment, which emerged in 
the early 1990s, led governments to put in place a 
fundamentally new social policy, accompanied by 
an  unemployment  benefits  and  job  promotion 
system.  Thus  it was  natural  for  governments  to 
finance  studies  aimed at  assessing the effective-
ness  and efficiency  of passive  and  active meas-
ures. Studies of this type are available for most of 
the CEECs. However, there have been relatively 
few impact analyses (e.g. labour market rehabili-
tation). 
The  labour  force  survey  (LFS)  launched  in  the 
CEECs between 1991 and 1995 makes it possible 
to  obtain  data  on  employment  and  unemploy-
ment. This survey has become the main source of 
data  for  researchers  (see  Box  5 .11  for  a  brief 
description of the LFS). 
In 1999, background studies on the labour market 
and  employment were  effected  in  Bulgaria, the 
Czech Republic, Estonia, Latvia, Lithuania, Hun-
gary, Poland, Romania, Slovakia and Slovenia on 
the  initiative of the  European Commission (DG 
Employment and social affairs), and the ETF (cf. 
Beleva et al., Munich et al., Eamets et al., Hor-
vath et al., Trapenciere et al.,  Gruzevskis et al., 
Sztanderska et al., Lubyova et al., Ciobanu et al., 
Pirher et al., 1999). 
The publication 'Key indicators' is drawn up  by 
the ETF every year, covering VET and the labour 
market  in  the  CEECs.  The  data  are  obtained 
through the network of national observatories. 
Only a few  studies have covered the relationship 
between  unemployment  and  employment  as  a 
stimulating  factor  in  the  economic  transition. It 
would be useful to  have supplementary analyses 
of unemployment and  the  impact of job promo-
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tion measures, in order to  have a basis for com-
parison  in  evaluating  the  changes  that  have 
occurred in the CEECs in the past ten years. 
1.4.2.2. Human capital and social exclusion 
The  'International  Social  Survey  Programme' 
(ISSP)  (see Box 6.3), the  'Social inequality sur-
vey' (1992, 1999), and the 'Work orientations sur-
vey'  (1997)  show  that following  the  fall  of the 
socialist regimes, education gradually became  a 
major  factor  in  occupational  success.  Thus  the 
transition period was characterised by the increas-
ing  value of human capital, the rehabilitation of 
career prospects, and the introduction of mobility 
for workers (a major change in comparison with 
the stability characterising the old regime). 
The longitudinal survey 'Returns on human capi-
tal under the communist wage grid and during the 
transition  to  a  market economy'  (Munich  et  al. 
1999) showed that in the Czech Republic, the rate 
of return on education, which was extremely low 
under  the  socialist  regime,  increased  spectacu-
larly in the transition period; moreover, there was 
also a major change in the wage structure in the 
industrial  sector following  the  transition  from  a 
centralised economy to a market economy. 
Box 6.3: International Social Survey Programme 
This  annual  programme  of transnational  collabora-
tion  is  based on  surveys of importance to  research 
in  the  field  of social  sciences.  Its aim  is to  compile 
research  studies  and  coordinate  their  objectives, 
thus  adding  a  transnational  and  transcultural  per-
spective to the national studies. Thirty-four countries 
participate  in  this  programme,  including  Bulgaria, 
Hungary,  Latvia,  Slovakia  and  Slovenia. 
http://www.issp.org. 
Social  exclusion,  a  new  phenomenon  in  the 
CEECs, is a research topic currently receiving lit-
tle  attention.  Under  the  socialist  regime,  social 
exclusion and poverty were  not recognised, and 
marginalisation  was  perceived  as  an  individual 
choice. Hence these phenomena were not studied 
either scientifically or empirically. At the begin-
ning  of the  period  of economic  transition,  the 
countries  themselves  and  the  international com-
munity  endeavoured  to  study  poverty,  although 
this was confined to measuring incomes and con-
sumption (defining poverty). The educational and 
occupational  aspects  of poverty  have  been neg-
lected (cf. in particular Szalai, 1999). 
A  tal  (  1999, p. 6)  notes that  'careful sociological 
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enon of poverty in these countries [the CEECs]. Is 
it a new form of poverty that is emerging, or is it 
suppressed poverty that is resurfacing?' 
Generally speaking, research has not taken suffi-
cient account of social exclusion. To  date it has 
favoured  either  a  sociological  or  an  economic 
perspective  (for  example,  Svetlik,  ed.,  1996; 
Vercenik,  1991;  Sirotvaka,  1997).  The  role  of 
VET  as  a  promoter  of  social  inclusion  was 
recently  analysed  (Trbanc,  1999).  This  study 
underlined the importance of certain factors, such 
as  access to education, flexibility and permeabil-
ity on the part of systems, and financial measures 
designed  to  promote  participation  in  education 
(particularly for disadvantaged groups), as well as 
the way in which teaching content can encourage 
participation,  the  acquisition  of  qualifications, 
and  harmonisation  of  the  education  system's 
results with labour market requirements. Follow-
up  studies  and  an  analysis  of poor  educational 
results (dropping out, low participation rate) can 
serve to  guide political decision-makers in defin-
ing strategies promoting access to  education and 
lifelong learning. Such research is virtually non-
existent, even in countries where the educational 
failure  rate  (dropping  out)  is  high  (over  10%  -
Hungary, Slovenia and the Baltic States). 
Box 6.4:. Human Development Report 
This  report,  commissioned  in  the  context  of  the 
United Nations Development Programme, has been 
investigating subjects of general interest since 1990. 
It  goes  beyond  measuring  human  progress  by 
income  per  inhabitant  and  also  assesses  factors 
such  as  average  life  expectancy,  literacy and  gen-
eral wellbeing. The report for 2000 is devoted to the 
positive  and  negative  effects  of  globalisation. 
http://www.undp.org. 
1 .4 .2 .3. Transition between the education 
system and working life 
The employment statuses of those emerging from 
the  education  system  are  more  varied  in  the 
CEECs than in the West. The variety of employ-
ment conditions has been increased by the emer-
gence  of the  private  sector  and  'Westernised' 
forms of employment (branches of Western com-
panies, with wages much higher than the national 
average).  According  to  Roberts  (1998,  p.  236), 
the  following  categories  are  the  most  suited  to 
research into the transition between the education 
system and employment in the CEECs:  'Western-
ised'  employment,  public  sector,  self-employ-
ment, part-time work and unemployment. 
Box  6.5:  Thematic  review  of  the  transition l 
between initial education and working life (OECD)  I 
I 
I 
This review was carried out between 1997 and  1999  I 
and  covered  14  countries,  including  two  of  the  l 
CEECs  - the  Czech  Republic  and  Hungary. 
National reports are available for each country,  and 
the final  comparative report focuses on  an  analysis 
of the  transition  in  the  context  of lifelong  learning 
and on the most effective policies (OECD 2000c). 
The review of the research on the transition con-
ducted  by  Strietska-Ilina (2000)  shows  that  this 
research  is,  without  a  doubt,  too  limited  to  the 
dimensions of the school/work transition and neg-
lects other aspects, such as the transition between 
unemployment  and  employment,  between  types 
of employment, between occupations, etc. 
1.4 .2 .4. Labour market demand and 
inadequacy of  skills 
There  have  been  few  studies  in  the  CEECs 
analysing employers' needs in terms of qualifica-
tions and skills, and hence of their impact on edu-
cation and training, mainly because of their high 
cost. Studies carried out in the CEECs either take 
the  form  of surveys  of employers,  or  cover  a 
wider field and are more proactive, involving the 
social  partners  in  the  discussions.  This  second 
approach could help to promote the involvement 
of the  social partners in developing and modify-
ing VET provision in the various sectors. Most of 
the studies on employers' demands are organised 
at sectoral or regional level. 
Box 6.6:  Surveys of the demand for skills 
The survey 'Graduates on the labour market: what do 
employers expect?' was carried out in the context of 
the OECD's INES project. Its aim was to measure the 
demand from employers in terms of vocational skills 
and  of  competences.  Eight  hundred  and  twenty 
Czech  enterprises  with  more  than  five  employees 
took part in the survey (St'astnova eta/., 1998). 
In  Latvia,  a  sectoral  study  in  the  wood  industry 
(1999)  made it possible to  study the  importance of 
factors  influencing  development,  and  to  clarify  the 
labour  force  situation  and  requirements,  including 
future  training  needs.  The  questionnaire  covered 
165 SMEs (PW Partners Ltd.,  1999). 
'VET  in  the  context  of regional  development'  is  a 
project launched  by the  ETF  in  1998 and  entrusted 
to  the  national  observatories  of  four  countries 
(Czech Republic, Hungary, Poland, Slovenia), which 
studied  education  provision  and  institutional  and 
labour market trends in certain regions. 
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The economies in transition are characterised by 
job profiles which are changing faster than voca-
tional  standards.  Many  jobs  are  new  or  have 
evolved to  such  an  extent that  the  competences 
required no longer correspond to formally acquired 
qualifications. Hence simple measurements of job 
shortages or surpluses, or surveys of recruitment 
problems, are no longer enough. The added value 
of research into know-how  or particular compe-
tences is clear, as is revision of current job profiles 
in order to update vocational standards. 
At  local  level,  supply  and  demand  are  ltetter 
matched.  In the  context  of pre-accession  to  the 
EU  and  access  to  structural  funding  (ESF), 
research at regional level makes even more sense. 
Furthermore, research of this kind, effected on a 
partnership basis within the region, can constitute 
an instrument of regional development. 
1.4.2.5. Forecasting research and strategies 
Forecasting research (covering future labour force 
training requirements and demand) may take dif-
ferent forms and may establish longer- or shorter-
term  predictions  or  strategies.  In  the  CEECs, 
short-term  forecasts  are  more  common  than 
medium- and  long-term  anticipation.  However, 
the  need  for  longer-term  anticipation  of  the 
demand  for  qualifications  and  competences, 
going beyond the cycle of education, is beginning 
to be recognised. 
Traditional quantitative planning methods are dif-
ficult to  apply in a changing environment, since 
they  consist  of extrapolating  previous  trends  to 
the future.  On the other hand, scenario methods 
appear  to  offer  a  satisfactory  solution?  This 
approach  was  used  by  Estonian  researchers  in 
1997  (Education  scenarios  2015,  Jogi,  1999). 
Another example of research of this  kind is  the 
'Scenarios and strategies for VET' project, imple-
mented by Cedefop and the ETF in collaboration, 
and coordinated by the Max Goote institute at the 
University of Amsterdam (see Box 5.18 and Sec-
tion 5.4.2  in  Part 4  of this  report). This  project 
includes  five  of  the  CEECs:  Estonia,  Czech 
Republic, Hungary, Poland and  Slovenia. What-
ever the scientific debate on this type of method, 
it  offers  the  undeniable  advantage  of bringing 
players  of various  kinds  together  to  tackle  the 
problems and suggest solutions. 
Forecasting of requirements as  regards qualifica-
tions is still in its very early stages in the CEECs. 
7  For a presentation of various methods, see Part 4, Chap-
ter 5. 
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Trials  have  been  carried  out  in  Hungary  and 
Poland, and there have been feasibility studies in 
Estonia (Corcoran,  1997)  and Latvia (Guegnard 
& Perier-Comet, 1997). The Czechs have estab-
lished  a  methodology  based  on  the  predictive 
human  resources  management  approach  in  the 
context  of the  project  'Regular  forecasting  of 
training needs:  comparative analysis, elaboration 
and application of methodology' (Czech National 
Observatory in collaboration with the Centre for 
economic  research  and  graduate  education  -
CERGE, Charles University). 
1.5. Conclusions 
Research implications 
Despite the fact that all the CEECs are at differ-
ent stages of the transition process and have dif-
ferent  VET  and  research  traditions,  research 
content is  determined by the main characteris-
tics of the economic reforms. 
•  The  national  reports  have  confirmed  the 
need  to  analyse  labour  market  requirements. 
However, research  in  this  field  appears  to  be 
well  developed  in  the  CEECs,  particularly  in 
Poland, Hungary, the Czech Republic, Slovenia, 
Estonia and Latvia. More work still needs to be 
done on research methodology. 
•  VET research in the CEECs has responded 
quite well to the challenges posed by socio-eco-
nomic  changes  and  is  gradually  attempting  to 
provide a response to  the  following  problems: 
rapid  increase  in  unemployment  and  social 
inequalities, growing requirements for and inad-
equacy  of skills/competences,  insufficient  di-
versification  of VET  programmes,  inefficient 
financing,  inappropriate teaching  methods  and 
teaching qualifications, overspecialised streams, 
insufficient  innovation  in  curricula,  standards 
and quality. VET research must continue to  be 
involved  in  the  reform  process,  adopting  a 
proactive approach and participating enthusias-
tically in development projects. 
•  To  date the most convincing research out-
come has been the elaboration of a concept for a 
system  of  human  resources  development  at 
national level, in the context of  lifelong learning. 
•  However,  VET research  still  suffers  from 
certain weaknesses, namely a field of investiga-
tion  that  is  too  limited,  insufficient  quality, 
inadequate methodological approach and ineffi-
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(i)  the global challenges posed by the devel-
opment of knowledge-intensive enterprises; the 
service  sector;  SMEs; and  issues  of access  to 
knowledge, information and ICTs; 
(ii)  researchers and practitioners tend to  'bor-
row' solutions from Western models; 
(iii)  despite  having  their  own  context,  major 
research  topics  in  the  CEECs  are  identical  to 
those in the  EU and  are  also not always dealt 
with  adequately;  the  CEECs  must  find  rapid 
answers to  the most urgent questions raised by 
the reform process; 
(iv)  the  national  reports  have  underlined  the 
predominance  of analytical  studies  of labour 
market demand in comparison with conceptual 
and theoretical research into VET processes and 
outcomes  (although  this  is  fairly  well  repre-
sented  in  Lithuania,  Hungary,  Poland,  the 
Czech  Republic,  Slovenia, Romania  and  Bul-
garia); 
(v)  research  has  neglected  the  individual 
dimension, confining itself to measuring labour 
market  integration;  more  account needs  to  be 
taken of the needs of learners in the context of 
in-company CVT and HRD; 
(vi)  there  are  few  specific  projects  aimed  at 
disseminating  and  implementing  research 
results; such projects need to be encouraged; 
(vii) VET  research  is  very  fragmented,  with 
each subsector or specific field of VET systems 
constituting a separate research subject;  multi-
disciplinary research and collaboration between 
institutions need to be promoted; 
(viii)research funding  sources are very limited 
in the CEECs, and this creates many problems: 
fragmentation of research, brain drain, concen-
tration  on urgent problems, adoption  of over-
simplified  responses  to  complex  problems, 
dependence  on  external  sources  (subject  to 
restrictive  rules);  to  make  research  more  effi-
cient, there  is  a  need  to  increase  inter-institu-
tional  cooperation,  coordination  of  efforts, 
diversification of funding sources, and the par-
ticipation of the private sector and civil society; 
nevertheless,  international  financial  assistance 
is essential in order to look beyond short-term 
prospects and conservative research models; 
(ix)  virtually  all  the  CEECs  wish  to  develop 
research in the following fields: labour training 
market,  analysis  of  requirements  as  regards 
qualifications, competence-based qualifications, 
broadly  applicable  vocational  qualifications, 
innovative  teaching  methods,  teacher  training 
and  staff  development  in  vocational  schools, 
assessment and quality assurance, financing of 
VET, the  transition between school and work-
ing  life,  systematic  follow-up  of  graduates, 
modular training, the role of VET in strengthen-
ing  social  cohesion,  in-company  CVT  and 
HRD;  and last but not least, research methods 
need to be developed in these various fields; 
(x)  a final important aspect is the absence of 
tools for collecting appropriate information and 
data for research. 
•  Involvement of the CEECs in the processes 
of developing  a  common  terminology  in  the 
field of VET, facilitating improved communica-
tion, will make it possible to improve dissemi-
nation  of comparative  analyses  and  to  put  a 
benchmarking strategy in place. 
Policyinzplications 
•  The research fields  which manifest certain 
weaknesses, as mentioned above, need support. 
Similarly,  assistance  needs  to  be  provided  to 
research fields  which, although better covered, 
have  not  been  sufficiently  conceptualised  and 
do not have adequate methodology. The collec-
tion  of information is  also  a  priority, particu-
larly for countries where the lack of data ham-
pers  the  work  of analysts  and  represents  an 
obstacle to conceptualisation of strategies. 
•  Certain measures are to be recommended, in 
order to generate effective research:  promotion 
of intersectoral collaboration and of structures 
for allocating research grants, establishment of 
national  priorities,  achievement  of a  balance 
between sponsored research and research ema-
nating from the research community, dissemina-
tion of  existing results and, lastly, diversification 
of research funding sources. 
•  International  organisations  (OECD,  Euro-
pean Commission, World Bank, ETF and Cede-
fop) should extend the criteria for eligibility for 
international  research  programmes  and  ensure 
that existing programmes are harmonised better 
with  national priorities  and needs, and  should 
also support multidisciplinary projects, interna-
tional  comparative  analyses  and  thematic 
research networks at international level. 
•  To  increase  the  relevance  of the  research 
and  diversification  and  dissemination  of  its 
results, there is a need to promote: 
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(i)  university  and  academic  research  (in  col-
laboration  with  the  world  of  work  and 
political decision-making structures); 
(ii)  private  research  with  the  involvement  of 
public  and  academic  counterparts,  inter-
and multidisciplinary research; 
(iii) applied research based on a sound theoreti-
cal framework; 
(iv) integrated research covering the entire sys-
tem from the viewpoint of lifelong learning; 
(v)  preparatory  research  (serving  to  identify 
needs and generate research projects); 
(vi)  and prospective research. 
2. VET research in other non-EU 
countries8 
This  chapter  provides  an  overview  of  VET 
research in a number of  non-EU countries. How-
ever, to present a comprehensive and all-embrac-
ing study is almost impossible because of  the dif-
ficult  demarcations  between  VET  research  and 
corresponding research activities,  the  multi- and 
interdisciplinary orientation  in  various countries 
and the heterogeneity of  the institutions, associa-
tions and researchers involved. 
In general, there is an increasing trend to focus VET 
research  on  the  interrelationships  between  eco-
nomic development, labour market needs and voca-
tional training. Another research field is pragmatic 
or policy-oriented research concerning the evalua-
tion or development of system reforms. The  main 
fields are curriculum research,  didactics,  method-
ologies and media in training. 
The  support of thematic networks and the provi-
sion of information (databases,  research results, 
etc.)  is  of increasing  importance.  Cooperation 
and taking on board experiences and suggestions 
from  other countries rank high in  the promotion 
and  development  of national  systems  of voca-
tional  training.  Equally,  international  organisa-
tions (in particular ILO, OECD, Unesco/Unevoc) 
8  This chapter summarises the paper of U. Lauterbach et al., 
2000:  'VET research  in  other European  and  non-Euro-
pean countries'. Contribution to:  Descy & Tessaring, eds. 
Training in Europe. Second report on vocational training 
research  in  Europe  2000:  background  report.  Luxem-
bourg:  EUR-OP.  Vol.  3 (published 2001). This contribu-
tion  also provides  a detailed list of addresses  of institu-
tions and organisations referred to in this chapter. 
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are important providers of  information, documen-
tation and cooperation. 
2.1 Introduction 
The first report on vocational training research in 
Europe  illustrated  the  shift  of comparative  VET 
research from  more  descriptive comparisons  to  a 
more comprehensive understanding of the similari-
ties  across  countries,  increasingly  taking  into 
account the social and cultural background of  differ-
ent countries (Tessaring, 1998b, Part 5, Chapter 1). 
In  this  section  we  will  focus  on  the  following 
questions: 
•  which  scientific  institutes  and  university 
departments carry out VET research? 
•  what is the particular focus of VET research in 
the national research landscapes? 
•  which associations, societies and networks are 
primarily involved in VET research? 
In general, the subject of vocational education and 
training is  not clearly defined in many countries. 
Often  no  distinction  is  made  between  VET 
research  and  educational research.  While  in  the 
US, Japan, Canada, Russia and Switzerland VET in 
a broader sense has since long been the subject of 
research,  the  same  cannot  be  said  of Australia, 
Turkey, or the Latin American countries. Here VET 
has just become an important factor in the develop-
ment of national economies. 
Analyses  of  national  and  international  VET 
research are thus facing several problems: 
•  VET research differs  across individual coun-
tries. In some countries - such as the US  -fed-
eral/national,  regional  and  local  activities  run 
alongside the  research interests of 'independent' 
researchers from a multitude of disciplines; 
•  VET research in countries with a democratic 
research tradition and a correspondi~g infrastruc-
ture is different from countries which cannot pro-
vide the necessary technical facilities or are in the 
process of social and economic transformation; 
•  For reasons  that have  been described in  the 
first research report (Tessaring, 1998b) compara-
tive VET research has not thus  far  been able  to 
establish itself as a scientific discipline? 
9  See for more information the international journals Com-
parative Education and Comparative Education Review. 
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2.2 Background of VET research 
The  different  definitions  of VET  and  of VET 
research across countries are highly dependent on 
the  national  cultural  and  systemic  context.  Fur-
thermore, VET research is carried out in different 
research areas such as research into teaching and 
learning,  assessment  research,  curriculum 
research, economics of education or labour mar-
ket research.  These  call  for  a  multi-disciplinary 
and interdisciplinary nature of VET research. 
2.2.1 National VET research 
Vocational education and training became of gen-
eral  interest  in  almost  all  countries  included  in 
this chapter. Increasingly, countries recognise the 
link  between  skills  and  economic  development 
and  look for  policies  that can help  to  ease ten-
sions in the labour market. VET research is  very 
closely related to  what happens  in practice, and 
tied to  the broader contexts of educational, eco-
nomic and labour market policy. 
This  correlation  between  the  activities  of VET 
policy, the development of VET and the founding 
of central national or regional research institutes 
also applies to the subjects of research.· 
Research  efforts  are  shaped  by  the  respective 
political framework conditions and system devel-
opment.  In  Japan  and  the  US,  for  example, 
national VET policy leaves relatively little room 
for manoeuvre. Research bodies or organisations 
carry out their work within the given framework 
of the existing VET system. 
On the other hand, research activities in the Peo-
ple's Republic of China, Russia and Latin Amer-
ica, have taken on systems development as one of 
their subjects. This approach is also influenced by 
prevailing conditions, such as  the transformation 
of economic and social systems, reforms in VET 
and  a relatively less developed  system of voca-
tional education and training. 
2.2.2 International VET research 
The remarks above could give the impression that 
VET research is  shaped nationally, and that it is 
therefore  the  political  framework  conditions 
which also determine the focus of research activ-
ities.  However, VET research  also  has  a  strong 
international component. 
This can be briefly illustrated by using the exam-
ple  of comparative  education.  Here  cooperation 
began between the scientific communities of large 
industrialised nations, and, later on, academic or. 
scientific societies and international organisations 
were  founded.  However,  independent  compara-
tive research on education and training has lost its 
influence. International organisations have taken 
over many of the roles of the scientific commu-
nity. 
The  OECD  has  taken  over  a  good  deal  of 
comparative  research,  such  as  educational 
achievement,  adult  literacy,  educational  indica-
tors  and  statistics.  Similarly,  the  ILO  is  also 
running  a series of promising research projects, 
e.g.  Evaluation  of training  and  Training  policy 
analysis.  For  its  part,  through  the  Unevoc, 
Unesco is also beefing up its activities in support 
of VET research. 
2.2 3  Transfer of  VET research into policy 
The transfer of national research results into pol-
icy could be ensured by the setting up of national 
research  institutes  and  of networks. Whether or 
not VET policy actually uses the results of VET 
research  cannot be  answered  definitely.  Such  a 
dialogue between research and policy does  exist 
in  Australia,  the  People's  Republic  of  China, 
Canada,  the  Mercosur  area  (see  below),  Russia 
and the US. 
As  far  as  comparative  education  and  VET 
research are concerned, the transfer between pol-
icy and research represents the following  priori-
ties: 
(a)  Using the aims, experience, and experiments 
of  other States 
It is difficult to conclude whether or not national 
policy draws  on  'positive' examples  from  other 
countries in order to shape national VET policy. 
This is  to  a certain extent the case with several 
central  and  eastern  European  Countries  (see 
Chapter 1 in this Part) and the People's Republic 
of China,  which  all  are  involved  in  the  frame-
work of cooperation on vocational training with 
other countries. Similar examples of cooperation 
are  also  to  be  seen  in  the  Mercosur  area  (see 
below). 
(b)  Similar problems in different countries 
Unemployment,  including  youth  unemployment 
and  school-to-work transition problems, and  the 
responsiveness of VET are increasingly becoming 
research subjects in different countries. The link 
between technological development, globalisation 
and  workers' skills  is  a common credo of VET 
research  and  policy.  It is  not  only  through  the 
international  organisations  that  equivalence  in 
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mutual recognition of diplomas is  coming to  the 
fore, but also through common markets (e.g. Mer-
cosur). 
(c)  Contribution  to  the  theoretical  understand-
ing of  VET and its development 
At national level, pragmatic research rather than 
theoretical  developments  and  contributions 
towards  future  development  tends  to  dominate. 
However, international organisations are  increas-
ingly involved in theoretical work, since classifi-
cation  and  indicator  systems  as  well  as  assess-
ment  and  policy  studies  require  a  theoretical 
basis. 
2.3 Patterns of national VET research 
In  the  following  sub-sections  we  will  describe 
some basic features  of VET research in different 
non-EU and non-CEE countries or regions.10 VET 
research  is  always  embedded  in  the  specific 
national systems of  education and training and, fur-
thermore, in the prevailing political systems and 
the  different  responsibilities  of national/regional 
actors, social partners and private organisations for 
vocational training. This background information 
cannot be described here in detail. For more infor-
mation we refer to the contribution of Lauterbach 
et al. (2000), to the loose-leaf edition of the DIPF 
(German  Institute  for  International  Pedagogic 
Research) on VET systems (Lauterbach, regularly) 
and the references given there. 
23.1 Australia 
The responsibility for education and training falls 
largely to the State and Territory governments but 
with  significant  funding  and  policy  guidance 
from the Commonwealth. About 80% of VET is 
delivered through the  public  system. At national 
level,  the  funding  and  development  of VET  is 
coordinated  by  a  joint  federal-State  body,  the 
Australian National Training Authority (ANTA). 
Since the  early  1990s, reforms  of the Australian 
VET system have aimed to create a more unified 
national  system  for  vocational  education.  This 
process has involved the implementation of com-
petence-based  training  for  VET  programs,  the 
creation of a national system of vocational quali-
fications  (the  Australian  Qualifications  Frame-
work), measures to open up the training market to 
private  providers  and  the  introduction  of New 
10 Note  that  VET  related  research  in  Norway  has  been 
reviewed  throughout the  whole  report in  the  context of 
specific research issues. 
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Apprenticeships. During this period, the VET sys-
tem has  expanded considerably  with  enrolments 
in VET climbing from  1 million in  1992 to over 
1.6 million in  1999. 
The  reforms  to  the  VET  system  have  been 
accompanied by a significant expansion of VET 
research. ANTA funds  the collection of statistics 
on  VET  as  well  as  a large  number of research 
projects and research centres. Much of this work 
is managed by the National Centre for Vocational 
Education  Research  (NCVER),  established  in 
1981.U 
NCVER  has  produced  a  first  national  VET 
research strategy covering the period 1997-2000. 
The  following  broad  areas  for  training  research 
were identified: 
•  economic and social implications of VET; 
•  employment and the workforce; 
•  pathways from school to work; 
•  outcomes of the VET sector; 
•  the quality of the provision of VET. 
ANTA also funds four national Key research cen-
tres in VET dealing with vocational learning, eco-
nomics of VET, rural/regional VET issues and the 
economic  and cultural benefits of VET (for fur-
ther information see Lauterbach et al., 2000). 
The  explosion  in  training  research  in  Australia 
since  1990  is  closely  linked  to  the  training 
reforms that have taken place during that period. 
State and federal governments in Australia are as 
keen to pursue the goal of lowering unacceptably 
high levels of unemployment, particularly youth 
unemployment. Training is  viewed as  an accept-
able solution to these problems in the absence of 
a consensus on more direct means of stimulating 
the economy. Research provides a tool for evalu-
ating  the  impact  of policy  and  devising  further 
reforms to the system. 
23.2 United States of  America 
There  are  various  reasons  why  it  is  difficult  to 
identify where the emphasis lies in VET research 
in the US and to make general comments on VET 
research. As in most countries, vocational educa-
tion  and  training  is  a  research  subject  for  the 
whole range of social sciences. There is  no  spe-
11  More information:  www.ncver.edu.au  . NCVER has  also 
established an  international database VOCED to find the 
latest  technical  and  VET  research  information: 
www.ncver.edu .au/voced.htm. cific  institutionalised  scientific  discipline  for 
labour, vocational and economic education. 
The way in which the federal system in the US is 
organised politically makes it rather complicated 
to describe the state-of-art in VET research, since 
responsibility for the education system lies  with 
the  individual  federal  states.  Furthermore, there 
are  some  15 ,500  school  districts  at  local  level 
with local boards of education all having various 
competences of their own. 
Basically,  the  American  constitution  does  not 
provide  for  any  federal  legislative  powers  on 
matters of education. However, it may intervene 
in  matters  of race  integration or discrimination 
against  certain  population  groups.  The  federal 
government  can  exert  influence  through  the 
constitution's  'welfare clause'. Through  target-
related  grants  in  aid  the  central  administration 
has a means of shaping the education system in 
the  individual  states.  They  mean  that  binding 
minimum standards are respected, which makes 
comparison possible  within the  federal  system. 
In  vocational  education  and  training,  however, 
these  mainly  take  the  form  of programmes for 
the 'disadvantaged'. 
Programmes  such  as  career  education,  initial 
vocational  education  (occupational  education, 
vocational  education,  cooperative  education, 
adult education)  and various  promotional meas-
ures for disadvantaged groups are handled by the 
Department of Education. 
Company-oriented measures (on-the-job training, 
apprenticeship  programme),  promotional  pro-
grammes,  anti-unemployment  measures  through 
companies, trade unions and other institutions and 
programmes such as the Job Training Partnership 
Act  come under the  Department of Labour and 
the Employment and Training Administration. 
Actual vocational and technical education as such 
is  provided  in  community  colleges,  technical 
institutes, etc., which come under the aegis of the 
states or school districts, though it must be said 
that vocational and technical education is not very 
highly  regarded  when  compared  with  'general' 
education. 
Concerning  VET research  at  national  level,  the 
National Centre for Research in Vocational Edu-
cation (NCRVE, http://ncrve.berkeley.edu/) at the 
University of California, Berkeley, is  the  largest 
national  establishment  in  the  US  dealing  with 
research,  development and  diffusion of subjects 
related to VET. It has played a key role in work-
ing out new concepts in the field of qualifications 
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for the workforce. The centre focuses on finding 
new  and  innovative  ways  of linking  education 
and work. Amongst other things, the centre pro-
vides information about pilot projects, curriculum 
development,  qualification  standards,  further 
training of teachers and the integration of curric-
ula. Typical projects are12: curriculum integration; 
academic  skills;  performance  at  the  workplace; 
and  development  of work-related  technological 
skills. 
The centre comprises a consortium of professors 
from different regions in the US. The presence of 
the  NCRVE  or one  of its  members  in  virtually 
every  region of the  US  facilitates  contacts  with 
the various education and training establishments 
and the labour market. 
2.3 .3 Canada 
Because Canada is a country of immigration, and 
also because it is  involved in numerous develop-
ment projects, international VET research, coop-
eration and exchange of researchers is  an impor-
tant pillar of Canadian VET research. 
Vocational  education in Canada is  provided pri-
marily  by  the  community  colleges.  These  post-
secondary institutions appeal to  a wide range of 
individuals through the courses and subjects they 
offer.  In  the  secondary  sector  (pre-)  vocational 
education and training is  provided by the  senior 
high schools. 
Thus,  any  research  which  aims  to  analyse  the 
effects and development lines of these institutions 
is to some extent always a form of VET research. 
This type of research is largely carried out in the 
Canadian universities, particularly  by the  facul-
ties involved with teacher training. Apart from the 
usual  teaching  and  research  activities,  bigger 
projects are, on occasion, also carried out in the 
universities,  as  with,  for  example, the  networks 
for VET research. 
Depending on their size, some of the community 
colleges also have their own research and evalua-
tion  departments.  In  particular,  they  carry  out 
evaluation research, with the aim of helping the 
colleges to better tailor their programmes to stu-
dents' needs, or to  recognise factors  influencing 
success or failure. Since drop-out rates are at their 
highest in  the  first  year  of the  community  col-
leges, this  type of research tends  to  trade under 
the name 'first year experience'. 
12  For update information on NCRVE's work programme see 
the website given above. 
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Some features of topical Canadian VET research 
are  discussed  in Lauterbach  et al.,  2000. These 
are, for example: 
(a)  school-to-work-transition  research~ because 
of the  relatively  high  school  drop-out rates  and 
the range of alternatives in terms of contents and 
institutions  in  VET,  the  role  of school-to-work-
transition  research  is  as  important  as  in  other 
countries. A considerable  amount of research  is 
done in university faculties~ 
(b)  change  and  reform of vocational  education 
and further training, carried out or supported by 
the  Human  Resources  Development  Canada 
(HRDC,  www.hrdc-drhc.gc.ca)  and  by  Sector 
Councils,  i.e.  branch  organisations  which  also 
provide room for numerous research and develop-
ment activities within this area; 
(c)  skill  standards, which  are  often established 
by the relevant Sector Councils or by private con-
sulting  firms.  The  basis  for  creating  these  skill 
standards  is  provided by  sectoral  studies  which 
look at the  general requirements for  educational 
and staff development in a given sector. These are 
then followed by occupational analyses. 
(d)  HRDC also has its own research department, 
the applied research branch, as well as an evalua-
tion  department.  The  former  draws  up  at  four-
yearly intervals, for example, transition and loca-
tion  studies  of  secondary  school  leavers,  and 
community college and university graduates. 
(e)  political  and  industrial-sociological  labour 
market  research  into  vocational  education  and 
further training is  carried out within the field of 
political  science  and  industrial  sociology  (Gun-
derson,  &  Sharpe,  1998;  Sharpe  &  Haddow, 
1997). 
(f)  the  last  report  of  the  Canadian  Policy 
Research Networks on vocational education deals 
with essential questions  related to  qualifications 
in the face of the challenges raised by the future 
world of work (Betcherman, McMullen &  David-
man, 1998). 
(g)  Research networks in the field of vocational 
education and further training, supported by the 
Social Science and Humanities Research Council 
(SSHRC, www.sshtc.ca). Cooperation with voca-
tional  education  practice  also  represents  an 
important aspect in the  work of these networks. 
These networks are: 
•  NALL deals  with  lifelong  linking  of formal, 
non-formal and informal learning; 
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•  Training  Matters:  education  and  training  for 
new forms of work; 
•  EvNet:  network for  the  evaluation of educa-
tion and training technologies~ 
•  The Western Research Network on Education 
and Training: a link between educational pro-
vision, processes and outcomes; 
•  relations formation  emploi (Training-employ-
ment relations):  analysis of methods of coop-
eration  between  the  players  in  the  training 
world,  the  impact  on  their  organisation  and 
results for students; 
•  a relatively new  network in VET research is 
the Unevoc Canada Network founded in close 
cooperation with Unesco's Unevoc project. 
23.4 South America13 
2.3  .4 .1  Vocational training in Brazil, Argentina 
and Uruguay14 
In Brazil, most vocational education and training 
is  organised  on  a  private  basis  through  several 
sector-related  and  decentrally  organised  VET 
institutions which are financed through a form of 
income  tax.  Coordination  of the  various  public 
and private providers of VET, which since  1976 
have  been  brought  together  under  the  National 
Manpower Training System (Sistema Nacional de 
Formar;;iio  de  Miio-de-Obra  - SNFMO),  is  the 
responsibility of the Federal Manpower Council. 
High drop-out rates and the fall in the numbers of 
secure jobs led the ministries for labour to become 
increasingly  involved  in  the  shaping  of VET. 
Essentially, programmes are  provided for school 
drop-outs and for the unemployed. 
The Brazilian government is  struggling with the 
problems affecting all the South American coun-
tries. Most young people have no chance of find-
ing  a  regulated  training  place  or job.  What  is 
more, even completion of vocational education is 
no automatic guarantee of finding a well-paid job. 
There is also a negative attitude towards practical 
training,  with  an  academic  training  being  pre-
ferred wherever possible. Over the next few years 
the  Brazilian  government  aims  to  create  a 
national system for technological training to over-
13  This section focuses on cooperation in South America and 
presents  some  examples  of national  VET  research  in 
Brazil, Argentina and Uruguay. 
14 For a  more detailed description of training  systems  and 
current problems in these countries see Lauterbach et al. 
(2000). come the shortage of training places, to improve 
cooperation between companies, training  centres 
and the government, and to bring the VET system 
into line with recent technological developments. 
(see Lanzendorf et al., 1996) 
In  Argentina,  unlike  in  other  Latin  American 
countries, no  VET  institutions  based  on  private 
economic initiative have developed alongside the 
public education system. Initial vocational educa-
tion was, and still is, an integral part of the State 
system.  Vocational  and  technical  education  in 
Argentina is, therefore, marked by  the  predomi-
nant  steering  role  played  by  the  State.  Neither 
employers nor the  trade unions have any formal 
responsibility or take any initiative. 
Although the  vast majority of Argentina's active 
population completes compulsory schooling, only 
a  minority  goes  on  to  vocational  education. 
Because  of increased  international  competition, 
this  level  of  qualification  no  longer  satisfies 
firms' requirements. People have realised that, in 
particular  given  the  context  of the  Mercosur15 
integration process, only  an  extensively  trained, 
technically  qualified and flexible  workforce  can 
guarantee  competitivity  in  the  long  term.  Mea-
sures such as the decentralisation of competences 
in the secondary education sector, should improve 
the  situation.  There  is  also  an  approach  which 
aims  at involving  the  social partners  in  VET in 
order to  improve the alternation between school 
and firm (Lanzendorf, 1997). 
Education  and  training  in  Uruguay  are  highly 
acknowledged. Occupations which require  study 
are  held  in  greater  esteem  than  manual  profes-
sions, even though the latter are often better paid. 
The illiteracy rate in Uruguay (0 .4%)  is  low not 
only  in  comparison  with  other  Latin  American 
countries, but also in international terms, and it is 
still  falling  thanks  to  virtual  blanket  coverage, 
particularly in the primary sector. 
There has  been a noticeable  shift in the compe-
tence for VET from the Education Ministry to the 
Ministry for  Labour, through the creation of the 
National  Directorate  for  Employment  (DINAE) 
and  the  National  Employment Board  (JUNAE). 
Their role it is  to advise the Ministry for Labour 
on labour market policy, and to provide guidance 
programmes  for  the  labour  market  as  well  as 
training programmes. DINAE's work has led to a 
process of decentralisation and diversification in 
15  Mercado Cormin del Sur (Common Market of the South), 
founded in 1991, covering a population of almost 200 mil-
lion. 
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the  VET field.  More  and  newer organisations -
under  State  control  - have  become  involved  in 
vocational education and training. 
Apart  from  formal  training  provision,  there  is 
also  a  whole  series  of  State-run,  non-formal 
training  possibilities,  which  mainly  target 
socially  marginalised  young  people  who  have 
dropped out of the formal training and vocational 
education system. 
2.3 .4 .2  Themes and trends in VET research in 
South America 
VET  research  in  South  America  is  marked  by 
interdisciplinary research approaches in the fields 
of sociology,  economics,  psychology,  and  to  a 
lesser extent in education science. The institutions 
involved in VET research are located in very dif-
ferent  fields  with little institutionalisation. Thus, 
departments  in  the  ministries  for  education  and 
labour,  universities,  non-governmental  organisa-
tions, and both public and private research estab-
lishments  all  deal  with  VET  research  amongst 
their  other  research  topics.  Most  research  work 
deals  with  application-oriented  issues  intended 
for political decision-makers. 
Whereas, in the past, training was predominantly 
not  geared  to  practical  work  or  labour  market 
needs and formed part of general education policy 
- this  applied  in  particular  in  Argentina  and 
Uruguay -training policy has recently tended to 
been seen increasingly as an active labour market 
policy. The reason behind this new line was both 
the general effects of globalisation on the markets 
and high unemployment figures and drop out rates 
from the formal education system. So, apart from 
the  departments  in  the  education  ministries, 
labour ministries are also becoming more heavily 
involved in shaping and assessing vocational edu-
cation. 
The following issues are increasingly being taken 
as the subject of research: qualifying micro-enter-
prises and workers in the informal sector; coordi-
nating  technical  education  and  practice-oriented 
qualifications;  coordinating  formal  and  non-for-
mal  learning  taking  local  and  regional  require-
ments  into  account;  the  social  implications  of 
VET;  the influence of new technologies on voca-
tional  qualification  requirements;  the  needs  of 
disadvantaged groups; and the integration of mar-
ginalised  people,  particularly  young  people,  in 
VET programmes, 
In Brazil, the International Centre for Education, 
Labour  and  the  Transfer  of Technology  (CIET, 
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www.ciet.senai.br),  founded  in  1993,  acts  at 
national  and  international  level  as  a  centre  for 
observing  and  documenting  the  effects  on,  and 
changes  to,  vocational  education  and  training 
brought about by  the  development of new tech-
nologies. The aim is to improve the understanding 
of the fact that the effects of development of new 
technologies,  with  the  resulting  changes  in  the 
labour market and the appearance of new qualifi-
cation standards, have had substantial impact on 
national  industries.  Vocational  training  plays  a 
key role in positive adaptation. 
The  centre  researches,  forecasts  and  formulates 
proposed  solutions  in  the  fields  of information, 
technology, employment, and  education in  order 
to  provide  positive  backing  for  the  process  of 
adaptation. The CIET is involved in developing a 
number of attributes: an information system about 
international experiences in VET, life-long learn-
ing and the reintegration of adults and young peo-
ple; research into the link between education and 
work  and  the  influence  of new  technologies  on 
employers  and  workers;  the  development  of an 
advisory centre for companies which want to pro-
vide  vocational  education  and  further  training; 
and  tracking  political  discussion  of  vocational 
education and training in Brazil. 
In  Argentina,  the  National  Research  Centre  for 
Human Development (Centro Nacional de Estudios 
Poblaci6n  CENEP,  www.undp.org/regionl/ 
latam/argentina/cenep)  plays  an  important role  in 
national and international VET research. Amongst 
other  subjects, the  CENEP researches  population 
growth,  mobility,  labour  markets,  education  and 
work, pension systems, social security and health 
systems and domestic and family development. The 
FIEL (Economic Research for Latin America Foun-
dation ,www .fundacionkonex .com .ar/fiel.html) con-
ducts individual projects on questions related to edu-
cation  and  VET.  The  centre  mainly  employs 
researchers from the social sciences and conducts 
research in the areas of human development, infor-
mation technology, technical assistance and the dis-
tribution of information. The centre follows an inter-
disciplinary  approach,  develops  and  supervises 
projects in cooperation with institutions and organi-
sations, governments and private establishments. 
The Inter-American Centre for Research and Doc-
umentation on Vocational Education (Centro Inter-
americana de lnvestigaci6n sabre Formaci6n Pro-
fesional  Cinterfor,  www .cinterfor.org .uy) 
founded in 1963 in Montevideo, Uruguay, is an off-
shoot  of the  International  Labour  Organisation 
(ILO). The objectives were guided by the demands 
of member states, i.e. to  see  a general rise in the 
level of vocational education and training, in order 
to  improve living conditions for  workers, and to 
improve the quantitative and qualitative perform-
ance of  firms. Since its creation the aims and role of 
Cinterfor have been extended. The promotion and 
strengthening of cooperation in the context of the 
development and modernisation of  VET, the devel-
opment and spread of a regional network for VET 
within the member states, and the conduction and 
promotion of VET research are some examples. 
Cinterfor also runs and organises the Latin Amer-
ican Information and Administration Network for 
Vocational Education (Cinternet) on the exchange 
of information in the field of vocational education 
and training. The network documents the current 
situation and offers  rapid access  to  questions  of 
VET in Latin America. 
2.3.5 Japan 
Since  1989 labour market research, occupational 
research and VET research have come under the 
Japanese  Institute  of Labour  (www.jil.go.jp),  a 
body within the Ministry for Labour. To a certain 
(limited)  extent  the  new  Japanese  Institute  of 
Labour  is  also  charged  with  responsibility  for 
VET research. The Institute carries out extensive 
studies of its own, has a broad-ranging database 
covering  the  field  of labour,  labour market and 
occupational  research, and  supports  the  govern-
ments in the prefectures within the framework of 
regional labour market policy. 
The  Japanese Institute of Labour's most  impor-
tant fields of research are, among other things: 
•  economic  aspects  of work  (wage  increases, 
employment figures,  working  hours, female 
labour); 
•  vocational and employment structure  (unem-
ployment, mobility  and  change  of company, 
technological change and changes in the labour 
market); 
•  labour  market  and  forms  of  employment 
(worker  supply  and  demand,  types  of 
employment conditions/contracts); 
•  working  life  (occupational  biographies,  the 
work and everyday life of employees); 
•  vocational  education  and  training  (develop-
ing work skills, in-company training and fur-
ther training); 
•  occupational  guidance,  careers  advice  and 
information. ---------------------------VET research in  other non-EU countries 
Another VET research institute is the Polytechnic 
University  which  comes  under  the  aegis  of the 
Ministry for Labour. Until  1989 it worked in the 
most important fields of research in VET, but now 
concentrates  its  activities  on  staff  training  for 
vocational education and on research into teach-
ing and learning, e.g. developing curricula, audio-
visual teaching materials, text books, and on dis-
tance learning courses. 
The  National Institute for  Educational  Research 
(NIER, www.nier.go.jp)  was  set up  in  1949  as  a 
body  of  the  Ministry  of  Education,  Science, 
Sports  and  Culture  (Monbusho).  The  main aims 
of the institute are to  carry out basic and applied 
research in the  educational field  as  well  as  pro-
viding a range of information and advisory serv-
ices. Vocational education is dealt with by part of 
the Department for Educational Content. 
2.3.6 People's Republic of  China 
Since the  early  1980s  the political leadership in 
the  People's Republic  of China has  carried  out 
comprehensive  reforms.  The  transition  from  a 
centrally managed economy to a 'socialist market 
economy' has  brought about change  in  virtually 
all  the  socially relevant areas  in the (vocational) 
education system in particular. 
The  vocational  education  system  is  facing  new 
challenges. During the cultural revolution (1966-
76),  general  education  was  expounded  as  being 
the best vocational qualification and many voca-
tional  schools  were  shut  down.  Thus  there  was 
virtually no systematic provision of VET. Only in 
an  informal way  does the transfer of knowledge 
acquired through experience continue to play  an 
important  role  today.  Small  workshops  and 
traders  employ  'apprentices'  who  are  instructed 
by  experienced  workers  rather  than  undergoing 
any structured form of training. 
Since the early  1980s priority has  been given to 
extending and improving the quality of vocational 
education  and  training.  However,  there  are  still 
marked  differences  in  the  provinces.  Generally 
speaking, an academic education is  still the  'one 
best way'. 
The reform of vocational education and training 
in the late 1970s sparked a major increase in the 
demand  for  VET  research.  VET  research  is 
intended  to  work  out  the  scientific  bases  for 
macro-steering  and  needs  planning,  concept 
development,  reform  strategies  and  measures. 
Special research institutes for  VET were  set up. 
Nowadays  there  are  research  institutes  at  State 
level,  in  the  provinces,  towns  and  autonomous 
areas as well as in the technical colleges, colleges 
and  universities. Vocational education and train-
ing  is  becoming  a  discipline  in  its  own  right 
within the field of educational science. 
Some of the most important research institutions 
at State level are the Ministry of Education's Cen-
tral Institute for Vocational Training (CIVT), the 
Occupational Skill and Testing Authority (OSTA) 
under the Ministry for Labour, various vocational 
education societies and associations, and research 
bodies in branch ministries and commissions. For 
an  overview of national and provincial societies 
and associations for VET, and their research sub-
jects, see Lauterbach et al., 2000. 
At first sight the large number of research bodies 
suggests  a  broadly  institutionalised  and  estab-
lished VET landscape which varies in terms of its 
content. It should be noted,  however, that there 
are  only  a  relatively  limited  number  of people 
working  in  the  institutions,  although  noticeable 
progress  has  been  made  in  development  and 
expansion. 
It is  similarly felt that the theoretical principles 
and research methods are not yet broad or deep 
enough. However, as yet there are no  systemati-
cally established theories of vocational education 
and training. Theoretical education tends to take 
a rather philosophical stance, and only gradually 
is a social science oriented type of VET research 
starting  to  emerge.  Moreover,  links  between 
research  into  principles  and  the  shaping  of 
theory  and  applied  research  are  somewhat 
lacking. 
Applied research is the most highly valued. Virtu-
ally all the institutions carry out applied research 
only.  Even  within  the  academies  and  university 
institutes, applied research takes  place alongside 
basic  research.  Tang  (cit.  in  Lauterbach  et  al., 
2000)  mentions  four  priority  areas  in  applied 
VET research: 
(a)  Vocational  education  and  social  and  eco-
nomic  development.  This  includes  research  into 
the  strategic  importance  of vocational education 
in the development of China, the regions, macro 
planning,  systems  development,  standardisation 
and  the  funding  structure,  as  well  as  legislation 
governing vocational education and the financing 
of vocational education. 
(b)  Curriculum  development  and  teaching 
processes. Research work is  conducted concern-
ing  pupils'  moral  education,  educational  aims 
and  models,  course  development,  tailoring  of 
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subject areas, teaching content, teaching methods 
and the assessment or evaluation of the quality of 
learning  and  the  learning process.  Pilot models 
are  also  included in this  research  work, e.g. on 
the introduction of the dual system or of compe-
tence-based education. 
(c)  Educational management and organisational 
development. These studies  look  at  management 
systems,  organisational  structure  and  develop-
ment, the distribution of competences and evalu-
ation.  Such  studies  mainly  present  successful 
models  and  reports  from  experience.  They 
provide  important  impetus  for  practical reforms 
although their theoretical basis is  deemed inade-
quate. 
(d)  Development  of information  and  support 
systems. A great deal of attention has been paid to 
the  systematic  development  and  expansion  of 
information networks on VET through the Inter-
net  and  networked  communication  structures, 
databases, e.g. on subject-related research work, 
legal bases, text books etc. Research in such areas 
tends to be the exception, however. 
A lack of a theoretical basis for applied research 
is  not only seen in the area of educational man-
agement,  organisational  development  and  the 
development of information  and  communication 
systems, but also in other areas. On the one hand, 
the  issues  examined  appear  to  rather  restricted 
and related to the direct implementation of policy 
matters. On the other hand the transfer from the 
theoretical to  the applied level has  still not been 
ensured.  Evaluation  research,  which  could  pro-
vide the cornerstone for both the reform process 
and  theoretical  education,  is  not  very  highly 
developed. 
2.3.7 Russian Federation 
Russia has  a long tradition of what is  known as 
'occupational education', which  sees  itself as  a 
scientific  discipline  and  which,  as  a  branch  of 
education, fulfilled  the well-known functions  of 
socialist educational doctrine in the field of voca-
tional  education  and  training.  The  theoretical 
principles were largely laid by the former Acad-
emy of Educational Sciences in the USSR (nowa-
days the Russian Academy of Education~ RAO). 
Its scope was (and in fact still is) predominantly 
the training and further training of teaching staff 
for the VET sector. 
A  form  of VET  research  was  also  developed 
which initially concentrated on the  development 
of  teaching  methods  within  the  scope  of  the 
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framework plans for the vocational schools, while 
also becoming increasingly involved with matters 
of policy advice. It is these functions which have 
come particularly to the fore  since the  switch in 
system in the early 1990s. 
It is important to note in this context is that VET 
research was, and continues to be, predominantly 
tied to the various levels of vocational education 
in Russia which evolved historically, each with its 
own  respective  administrative  'superstructure'. 
Thus, even today there are still different research 
structures for the levels of 'basic vocational edu-
cation'  and  'middle-grade  vocational  education' 
(technical secondary schools, schools of technol-
ogy, and more recently also colleges). 
Research and development structures, particularly 
in  the  area  of curriculum  development,  are  to 
some  extent also to  be found  within  specialised 
departments~  corresponding  practice-oriented 
centres  were  developed,  particularly  by  the 
regions. 
Projects and subjects related to  the development 
of VET  and  VET policy  are  also  worked  on in 
other  research  contexts,  such  as  economic 
(including the economics of education) and socio-
logical  research  (e.g.  youth  sociology),  mainly 
within  the  respective  institutes  of  the  Russian 
Academy of Science. 
When  the  system  started  to  change,  numerous 
associations and networks came into being which 
have in common the fact that they are in reason-
ably close proximity to the 'official' structures of 
the Ministry. From the point of view of VET, the 
first bodies to be noted are: 
•  the  Academy  for  Vocational  Education 
16 
which brings together the broad field of research 
and  practice  (particularly  school  heads  and 
regional managers) and gradually intends to build 
bridges with the social partners; 
•  the Vocational Education Association which 
also provides specialist services; 
•  the  Rosproftech  (Russian  technical  voca-
tional education) is made up principally of work-
ers in the field  and is closely linked to  the min-
istry. 
2.3 .8 Switzerland 
Vocational  education - insofar as  it is  regulated 
by the Vocational Education Act - falls within the 
scope of activities of the Federal Office for Voca-
16 Not to be confused in either organisational or functional 
terms with the RAO - see above. -------------------__________ ___ ---------------------------_VET  research in other non-EU countries 
tional Education and Technology (Bundesamt fur 
Berufsbildung  und  Technologie  BBT, 
www.admin.ch/bbt), founded in 1998. 
The  Swiss  Institute  for  Occupational  Education 
(Schweizerisches  Institut fur  Berufspadagogik -
SIBP, www.sibp.ch) - a department of the BBT-
deals first and foremost with the training and fur-
ther training  of teachers  at  vocational education 
schools. 
In the  whole of Switzerland there  are  some  125 
mostly  small-scale  institutions  working  in  the 
field of educational research and school develop-
ment. 
The  Swiss  coordinating  unit  for  educational 
research  (SKBF,  http://agora.unige.ch/skbf)  pro-
motes cooperation between educational research, 
practice, administration and policy. Within educa-
tional  research,  the  SKBF  coordinates  between 
the various disciplines and institutions, as well as 
between  the  university  institutions  and  teaching 
sections of the Education Department. The SKFB 
provides information about research and develop-
ment projects within the Swiss education system, 
about development trends in education and about 
the  institutions  for  educational  research  and 
school development. 
The  SKBF  is  linked  to  the  Swiss  Society 
for  Educational  Research  (  Schweizerische 
Gesellschaft  fur  Bildungsforschung  - SGBF, 
http://www.sagw.unine.ch/SGBF). This body pur-
sues  its  aims  through  the  organisation of annual 
congresses, standing working parties, and through 
publications.  The  SKFB  is  also  linked  to  the 
Swiss  Society for Applied Vocational  Education 
Research (Schweizerische  Gesellschaft fur ange-
wandte Berufsbildungforschung). 
In spring 2000, the BBT published a report of the 
project  group  'application-oriented  vocational 
training research' which  analyses  major changes 
in vocational training which are of importance for 
VET policy and research, too (BBT, 2000). Based 
on this analysis, a number of research fields  will 
be  promoted  and  funded  in  the  period  2000  to 
2003 (more information: www.sibp.ch/kti): 
41  system and context of VET; 
•  comparison of systems in initial and continu-
ing training; 
•  occupation-related  research  on  continuing 
training; 
•  costs and benefits of VET; 
•  flow processes and transitions; 
•  evaluation,  steering,  quality  assurance  and 
innovation; 
41  guidance on occupations and adults; 
•  occupational research and new occupations; 
•  ICTs within VET; 
•  learning and teaching in VET; 
•  support  of low  and  high  performing  young 
people in VET; 
•  research  on  gender  and  on  disadvantages  in 
education. 
2.4 International societies and 
organisations 
2.4.1 Societies in comparative education 
research 
Comparative education research has a long history, 
starting  in  the  second  half of the  19th  century. 
Numerous  national  institutes  and  international 
organisations are involved in comparative educa-
tion research (for an overview see Lauterbach et 
al., 2000, Chapter 3). Apart from the national and 
international documentation centres and research 
establishments in individual countries, chairs and 
institutes for international and comparative educa-
tion have also developed within universities. 
Furthermore, there are scientific societies, such as 
the  Comparative  and  International  Education 
Society (CIES); the Comparative Education Soci-
ety of Europe (CESE); and the World Council of 
Comparative  Education  Societies  (WCCES) 
founded in 1970. 
After the second world war a series of independ-
ent  research  institutes  were  established  outside 
universities.  They  are  mainly  financed  through 
national public funding or by international organ-
isations. They are either very empirically organ-
ised  and  provide  services  for  the  education 
administration. Examples are:  the Centre Interna-
tional d'Etudes Pedagogique Sevres  (CIEP), the 
Deutsche  Institut  fiir  Internationale  Piidagogi-
sche Forschung (DIPF), or the Australian Council 
for Educational Research (ACER). 
The International Association for  the  Evaluation 
of  Educational  Achievement  (lEA, 
http://uttou2.to.utwente.nl)  was  founded  in  1959 
and is  a non-governmental international associa-
tion based in The Hague in  the  Netherlands. Its 
role consists of conducting international compar-
ative  school  achievement  studies  and  thereby 
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in particular, for the outcome of learning. 
2.4.2 International organisations 
2.4 .2 .1  World Bank Group 
In the human development field the World Bank 
Group  17  provided  around  1 million  US$  for  18 
education projects in 15 countries in the 1997 tax 
year  (1995  - US$  2.1  million;  1996 - US$  1.7 
million; World Bank Annual Report, 1997, p. 18). 
Loans for education again rose significantly in the 
1998 tax year. However, only one project in Hun-
gary18  and one in the  Lebanon19  dealt explicitly 
with  vocational  education  and  training  in  1998 
(World Bank Annual Report, 1998, p. 69). 
The  role  of VET in the World Bank has  changed 
since the early 1990s. While in the 1970s and 1980s 
it was projects in this field that were promoted in par-
ticular, nowadays the view is  that  'vocational and 
technical skills are best imparted at the workplace, 
following  general  education.  The  private  sector 
should be directly involved in the provision, financ-
ing and governance of vocational schooling' (quoted 
from Watson, 1996, p. 47). 
Watson interprets this statement in relation to the 
real drop  in loans to  vocational education in the 
following terms: 
'Because VOCED20  has  generally  proved  to  be 
expensive it is far easier for the Bank to  suggest 
that private  employers  should  take  on  this  role 
themselves:  it excuses the  Bank from  becoming 
too  heavily  involved  in  that  costly  area  again' 
(Watson, 1996, p. 53). 
The World Bank Group acts first and foremost as 
a bank, i.e. research, if done, is always conducted 
from an economic point of view. The importance 
of the World Bank in terms of VET research tends 
therefore to be restricted to its role as a publisher, 
or  in  the  transfer  of  knowledge.  The  (major) 
World Bank projects are documented on the Inter-
17  The  group  comprises  the  International Bank for  Recon-
struction  and  Development  (IBRD),  the  International 
Development  Association  (IDA),  the  International 
Finance  Corporation  (IFC),  the  Multilateral  Investment 
Agency  (MIGA)  and the  International Centre for  Settle-
ment of Investment Disputes. 
18  A programme against youth unemployment. Young  peo-
ples' opportunities in the labour market are improved by 
improved training possibilities. 
19 Under the World Bank's reconstruction work US$  68.86 
million is  being invested in the vocational education sys-
tem in the Lebanon, to bring it up to market requirements. 
20  Vocational education 
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net  (http://wbln0018.worldbank.org).  Pdf  docu-
ments about the  vocational education systems in 
individual countries can also be called up. 
2 .4.2 .2  United Nations Educational, Scientific 
and Cultural Organisation (Unesco) 
Unesco is the only specialised agency of the UN 
to  have  a  mandate  in  the  education  sector. 
Unesco's work in the field  of vocational educa-
tion  is  essentially  of a  statutory  nature.  With  a 
budget that is  actually  no  bigger than  that  of a 
sizeable  university,  Unesco  supports  projects  in 
180 countries (http://www.unesco.org). More than 
35%  of Unesco's  funds  go  into  the  education 
sector. 
Current priorities  in  Unesco's  work  are  lifelong 
leaming21 '  learning in the  21st  century22'  literacy 
and e-leaming. Unesco publishes a World Educa-
tion Report annually. 
In 1992 the Unesco technical and vocational edu-
cation  project  (Unevoc)  was  created.  The  task 
profile of the Unevoc project is as follows: 
•  international  exchange  of  ideas,  experience 
and studies on policy issues; 
•  strengthening of national research and devel-
opment capabilities; 
•  facilitating access to data bases and documen-
tation; 
•  strengthening of the Unevoc network. 
With the International Standard Classification of 
Education (ISCED) Unesco has created an instru-
21  Subject  areas  are:  Education  for  all  forum,  Alternative 
education for marginalised youth, Learning without fron-
tiers, Early childhood and family education, Special needs 
education, Preventive  and health education, Information 
in the field of drug abuse prevention, Unesco programmes 
and activities for  women, Promoting girls' and women's 
education in Africa. 
More information: 
http://www  .unesco .org/  education/educprog/prog_idx .htm. 
22  Subject areas are: World Conference on higher education, 
Unitwin  Unesco  chairs  programme, Academic  mobility 
and recognition, Civics education and human rights edu-
cation,  Linguapax,  Associated  schools  project  network, 
General  secondary  school curricula  and teacher training 
materials, Science and technology education and project 
2000+, SEMEP- south eastern Mediterranean sea project, 
Unevoc - international project on technical and vocational 
education,  World  teachers'  day  1998,  Unesco  and  the 
elimination  of  illiteracy,  International  literacy  day, 
Minedaf VII, Working group on education sector analysis 
(WGESA), Environmental education. 
(More information: 
http://www.unesco.org/education/educprog/prog_idx.htm). ment  'for assembling, compiling  and  presenting 
statistics  of  education  both  within  individual 
countries and internationally'. The ISCED classi-
fication  was  revised  in  1997  (download: 
http:/  /unescostat.unesco .org/uisen/pub/pubO .htm). 
Materials that are relevant to vocational education 
can be consulted using the following databases: 
•  Innodata: reports  on innovative concepts  and 
projects in the primary and secondary sectors; 
http:/  /www.software-engineering .ch/ 
Infobases/IBE/InnoData/; 
•  Unesbib: Bibliography of Unesco printed doc-
uments and publications (reference database); 
http:/  /unesdoc .unesco .org/ulis/unesbib .html; 
•  Unesdoc:  documents  from  Unesco  bodies 
(General Conference, Executive Board, Direc-
tor etc.) 
http://unesdoc.unesco.org/ulis/; 
•  World Data on Education: database on country 
profiles: 
http://www  .ibe .unesco .orgllnf_Doc/ 
N  at_reps/natdb96 .htm. 
2.4 .2 .3 International Labour Organisation 
(fLO) 
The  International  Labour  Organisation  (ILO) 
(  www .ilo .org)  was  founded  in  1919  and  is  the 
only  UN  Organisation  whose  bodies  are 
composed on a tri-partite basis of representatives 
of  governments,  employers  and  workers.  The 
ILO lays down statutory requirements in conven-
tions and recommendations in the field of labour 
law,  contractual  and  organisational  freedom, 
abolition of forced labour, etc. Training is one of 
the  organisation's  main  priorities.  But  it  also 
provides concrete support in  the  fields  of voca-
tional  education,  rehabilitation,  labour  market 
policy,  labour  administration,  working  condi-
tions, labour law, etc. 
Field  programmes,  technical  programmes  and 
action programmes are carried out. The field pro-
grammes  are  represented by continental/regional 
institutes. The South American region is  one of 
the  most active  here  with the  Cinterfor research 
and  documentation  centre  and  Mercosur  (see 
above).23 The technical programmes are themati-
cally  structured  operational  units.  The  units 
23  Seapat is  the Asiatic counterpart of Cintefor, although it 
has not yet achieved the level of professionalism and qual-
ity of the latter. 
(http://www.ilo.org/public/english/mdtmaniVindex.htm). 
VET research in other non-EU countries 
include  the  International  Institute  for  Labour 
Studies, dealing with international labour market 
research,  and  the  International  Training  Centre, 
which  provides,  amongst  other  things,  (further) 
training for officials from educational administra-
tions, trade unions, etc. 
The ILO's main task in the field of VET is that of 
'[  ...  ]  developing  the  policy-making  capacity  of 
governments, employers' and workers' organisa-
tions and strengthening dialogue and cooperation 
in the field of training. These activities took the 
form of the dissemination of information to  con-
stituents,  policy  dialogue  and  the  provision  of 
advisory  services.'
24  ILO's  1998-99  World 
Employment Report deals explicitly with employ-
ability and training issues (ILO, 1998). 
A survey  was  conducted in  cooperation with the 
World Bank, looking at the 'best practice in training 
policies' in  15 countries in the process of transfor-
mation. Plenty of advice and technical support was 
also offered to the implementation, further develop-
ment and assessment of national training systems .
25 
The  Employment  and  Training  Department 
(EMP-FORM) with its Training policies and sys-
tems  branch (Polform) has  overall responsibility 
for vocational education and training. The follow-
ing projects were amongst those implemented (in 
partial cooperation with the regional bureaus):
26 
•  training policies and systems; 
•  training policy reforms; 
•  management of VET; 
•  evaluation of training; 
•  strategic partnership in training; 
•  training policy analysis; 
•  skills  training  and  employment  in  conflict-
affected countries. 
Furthermore, the ILO provides basic labour statis-
tics on the economically active population, unem-
ployment  and  underemployment,  average  earn-
ings and hours of work, time series of wages and 
normal  hours  of  work,  labour  cost,  consumer 
price indices, household expenditure and house-
24 Constraints and innovations in vocational training reform 
(a joint World Bank/ILO publication, in preparation). 
25  Additional programmes: Employers  activities, Enterprise 
and cooperative development. Equality for women, Multi-
national  Enterprises,  Statistics  etc.  (http://www.ilo.org/ 
public/  english/  depts/  depts .htm). 
26  For  references  and  more  details  see  Lauterbach  et al., 
2000. 
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hold  income,  occupational  injuries  and  occupa-
tional diseases, and industrial disputes as  well as 
forecasts of the labour force. 
Analogous  to  the  ISCED classification, the  ILO 
provides the following classifications: 
~t  International Standard Classification of Occu-
pations (ISCO); 
~  International  Classification  of  Status  in 
Employment (ICSE); 
<1$  International Standard Industrial Classification 
of all Economic Activities (ISIC); 
01)  Classifications  of occupational  injuries  (for-
merly industrial accidents). 
Materials which can be of relevance to VET can 
be  called  up  via the  following  online databases 
(OECD Annual Report, 1999f): 
•  ILODOC  (database  containing  more  than 
50 ,000 files, monthly update); 
•  ILOTERM  (glossary  for  English,  French, 
Spanish and German specialist terms from the 
vocational sphere); 
<1e  NATLEX  (ILlS;  database  on  national  labour 
law); 
~  LABORDOC (database, which contains all the 
material from the ILO 's documentation centre, 
including non-ILO documents). 
2.4  .2 .4 Organisation for Economic 
Cooperation and Development (OECD) 
The Organisation for Economic Cooperation and 
Development (OECD, www.oecd.org) was  foun-
ded in 1961. Its 29 member states are amongst the 
richest countries of the world. OECD's role is to 
promote economic development, employment and 
living standards and to contribute to the develop-
ment of the world economy and world trade. 
The organisation sees its main tasks in planning, 
coordination  and  intensification  of  economic 
cooperation  and  development,  encouraging  eco-
nomic  development  with  full  employment  and 
monetary  stability.  Overall  there  are  more  than 
200  committees,  working  parties  and  expert 
groups  which  ascertain  statistical  data,  collect, 
assess and make it available to the public in coop-
eration with the Secretariat in Paris. 
Unesco,  Eurostat  and  the  OECD  cooperate  to 
achieve international comparability. Questions on 
general and vocational education and training are 
mainly  handled  in the  Department for  Statistics 
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and Indicators in the OECD's Directorate for Edu-
cation, Employment, Labour and Social Questions. 
Promotion  and  support  for  the  development  of 
research activities and the introduction and testing 
of  innovations in the education sector is carried out 
by the Centre for Educational Research and Inno-
vation (CERI, www.oecd.org/cer/). 
OECD  activities  related to  educational develop-
ment and research are  concentrated in particular 
on the areas of educational statistics, developing a 
framework concept for international comparisons 
of education systems, reviews of education poli-
cies  and  the  international comparative  measure-
ment of student performance. In addition, OECD 
jobs studies  touch upon central questions of the 
links between education, training, labour markets 
and economies. Since 1992 the OECD has been 
producing  a  series  of educational  indicators  -
'Education at a glance - OECD indicators'- on a 
yearly basis, as  well as investigations into partic-
ular questions on the indicator table as 'Education 
policy analysis' . 
Within the INES network (indicators of education 
systems)  the  individual  member  states  work on 
and support the drawing up of indicators for cen-
tral areas of the education sector. 
Some current research activities of OECD/CERI 
include: 
~  lifelong learning; 
•  analyses  of the  International Adult Literacy 
Survey (IALS); 
•  transitions to work; 
•  school failure; 
•  adults in training; 
~  programme on educational building; 
~  knowledge  management  and  the  role  of 
R&D; 
•  innovations and futures for schooling; 
•  social inclusion; 
•  educational software and multimedia. ---···················----···--·---------······  ···············-·--------··················--------···-··-- ··----·---------------·······-·----·------------ ··-··-----------·----·------·-·  VET research in other non-EU countries 
2.5 Conclusions 
International comparisons of VET research are 
hampered because education and training  sys-
tems are different between countries, due to dif-
ferent  historic,  cultural  and  political  frame-
works. In addition to these systemic differences, 
there  is  often  no  distinction  made  between 
research on (general) education and research on 
vocational education/training. Also, research on 
vocational education  and  training, which  is  at 
the interface between (lifelong) learning, work, 
labour  market  and  social/economic  develop-
ments  is carried out in a number of disciplines 
which' often have different approaches and pri-
orities.  Further,  a  review  of state-of-art  VET 
research is difficult because of manifold - and 
increasing  - research  activities  carried  out  at 
regional, local and sectoral levels. 
For a number of reasons an overview on VET 
research  in  this  chapter  could  only  cover  a 
selected number of countries. Common to most 
of them  - reflecting  similar  problems  world-
wide - is the investigation of the links between 
learning, training and acquisition of skills  and 
competences on the one hand, and the changing 
requirements  of  work  in  an  environment  of 
structural  change, rapid diffusion  of technolo-
gies and social challenges on the other. 
Financing VET, cooperation between the differ-
ent actors - in particular State, social partners 
and individuals-, curriculum research, manage-
ment  and  development  of  human  resources 
within  enterprises,  and  networking  are  some 
further, equally important issues. 
In  particular,  in  those  countries  exposed  to 
transformation  from  planned  to  market 
economies,  evaluative,  policy-oriented  and 
pragmatic research are at the top of the research 
agenda. These and other issues have also been 
discussed in the previous chapter on central and 
eastern European countries (CEECs). Research 
in  these  and  other  countries  more  and  more 
reflects  new  needs  and  challenges  raised  by 
increasing international competition. This refers 
not only to  most issues  mentioned above, but 
also  to  questions  concerning  the  imparting of 
basic skills and the upgrading of the skill level 
of populations. To make people 'competitive' i.n 
selective  labour  markets  and  ensure  therr 
employability in the  longer run are  among the 
most  essential  issues  VET policies  are  facing 
today - and where VET research is expected to 
give appropriate answers. 
However, a  number of related research  issues 
have  a long tradition in  many other countries. 
This applies, for example, to the theoretical and 
methodological foundations of research on edu-
cation and training, to the links to labour mar-
kets, new forms of  learning, the use of new tech-
nologies in learning and teaching, and  resear~h 
on cooperation between different actors and dif-
ferent training venues in a framework of  lifelong 
learning.  Countries  where  these  issues  a~e 
emerging should not reinvent the wheel but capi-
talise on existing knowledge and proved prac-
tices  elsewhere with  a view to  transfering this 
knowledge to their own countries. 
This calls for a reinforced exchange and closer 
cooperation,  in  particular  betw~en  res~a:ch 
communities  in  different  countnes.  Existmg 
networks should open up to researchers all over 
the  world - supported by electronic means -, 
and access to documents and data (in particular 
run by international and supranational org~isa­
tions) should be facilitated. One example IS  the 
'electronic  training  village'  run  by  Cede  fop 
(www.trainingvillage.gr)  which  gives  informa-
tion  on  VET-related  publications  and  events, 
provides links to external organi~ations a~d net-
works  and  also  contains  a  specml  website  for 
VET research 
(  www  .trainingvillage .gr/  etv  /research/index .asp) 
In  addition,  for  international  comparisons, 
national empirical research and statistics should 
take- in parallel or complementary to country-
specific  characteristics and  defin~tions - int~r­
national classifications of education and tram-
ing, occupations and sectors into account. 
Given  the  limited  information  value  of tradi-
tional  formal  qualifications  and  their  limited 
role  for  recruitment  and  professional  career, 
empirical/statistical  research  should  extend  its 
scope  towards  a  broader  notion  of skills  and 
competences, such as generic skills and kno~l­
edge  acquired  through  non-formal  learnn~g 
inside  and  outside  from  the  workplace.  This 
would  reflect  the  trend  of  an  increasingly 
blurred demarcation between education, initial 
and continuing training and contextual learning. 
It is  also true for the indistinct notion of 'serv-
ices':  services  transcend  the  classical  assign-
ment to economic sectors and increasingly refer 
to work functions  performed within almost all 
productive activities in developed countries. 
The  anticipation  of  skill  supply  and  skill 
requirements at national, regional and enterprise 
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levels  is  an  issue  of permanent  concern  for 
some countries, and of new importance for oth-
ers. If  designed properly, and if considered as  a 
tool of information for decision-making - and 
not  as  a  description  of  'inevitable'  develop-
ments in a deterministic sense - the awareness 
of decision-makers  on  future  possibilities  and 
risks appears to  be a prerequisite for an active 
and  future-oriented  shaping  of VET  systems 
and contents. Anticipation of trends- by quan-
402 
titative forecasts, scenarios, benchmarking stud-
ies and the like (see also Chapter 5 in Part 4 of 
this report)- should always consider the differ-
ent time-scales between the generation of skills, 
their utilisation at work and issues of long-term 
employability  of individuals.  A  conditio  sine 
qua non, however, is that all actors in VET and 
the  labour market participate in such an  exer-
cise and make use of the results in a responsible 
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